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GENERAL 


1.1 Introduction 


This Report has been prepared pursuant to section 12(1) of the 
Audit Act, which requires the Provincial Auditor’s annual Report to be 
submitted to the Speaker of the Assembly not later than December 31st 
each year, provided that the Public Accounts have previously been laid 
before the Assembly. 


Sections of the Audit Act relevant to the responsibilities of the 
Provincial Auditor are set out in Exhibit | of this Report. 


1.2. Timetable for Preparation and Submission of Annual Report 


To comply with section 12(1) of the Act, and to allow the required 
time for the preparation and printing process, our annual reports cover all 
audits completed to the end of each September. This Report, therefore, 
covers audit activity through the twelve month period from October 1983 
to September 1984. 


In this connection, as a result of printing deadlines, it is not 
possible to include in this Report any replies from ministries and agencies 
of the Crown which have been received subsequent to the end of 
September. However, all such replies are forwarded by this Office to the 
Standing Public Accounts Committee of the Legislature after this Report 
has been tabled. 


A description of the process leading up to the issue of this Report Is 
contained in section 6.7. 


1.3 Basis of Reporting and Overall Assessment 


BASIS OF REPORTING 


The contents of this Report are prescribed by section 12(2) of the 


Audit Act (See Exhibit 1 —- CONTENT OF ANNUAL REPORT). Its purpose 
is to bring to the attention of the Legislative Assembly those matters 
which have been observed and are considered significant. In many 
respects, therefore, this is a report by exception. 


Reporting in this manner may unduly emphasize deficiencies 
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without giving credit for the many situations where no significant 
‘rrecularities were observed. Indeed, several audits conducted during the 
past year disclosed no matters of major significance. With certain other 
audits, although weaknesses and deficiencies were noted, the program 
activities and systems reviewed, when taken as a whole, were found to be 
generally well controlled. 


OVERALL ASSESSMENT 


Overall, we found that the areas audited during the past year were 
administered in a generally satisfactory manner. However, there is 
definitely scope for improvement, as evidenced by the audit observations 
contained in this Report. 


In accordance with section 12(2)(a) of the Act, we are pleased to 
report that we received all the information and explanations required in 
carrying on the work of the Office. 


1.4 Status of Suggested Corrective Action and Recommendations 
Contained in Previous Annual Reports 


It is our practice to follow up on the status of suggested corrective 
action and recommendations at the time of our next audit of each ministry 
or agency of the Crown. The status of suggested corrective action and 
recommendations contained in the body of our 1983 Report is indicated 
in Exhibit 9 of this Report. Exhibit 9 also provides an update on the 
status of corrective action and recommendations considered unresolved 
per Exhibit 9 of our 1983 Report. 
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2.1 Introductory Comments 


The following two sections have been prepared to provide the 
reader with a brief overview of the audit conclusions and observations 
contained in Chapters 3 and 4 of this Report, together with our views as 
to the most significant sections. For additional information, together with 
our recommendations, reference should be made to the relevant detailed 
sections of this Report, which have been identified. 


2.2 Comments on Ministry Operations 


Transfer payments represent a major portion of the Province’s 
Operations, amounting to $18.0 billion or 73.5 per cent of total budgetary 
expenditures for the 1984 fiscal year. Because of the Office’s concern with 
the accountability relationships between ministries and transfer payment 
recipients, section 3.2. of our 1983 Report summarized, for major transfer 
payment programs, the then current status of the accountability 
relationships, together with deficiencies and actions that were in process to 
address these deficiencies. In this regard, section 3.2 of this Report 
provides an update as to the current status of these matters. 


The subject of non-compliance with various aspects of government 
policies and procedures has received a great deal of attention by both the 
Legislature and the Standing Public Accounts Committee of the 
Legislature during the past year. Because of this interest we have, perhaps 
more so than in previous years, included in this Report observed instances 
where, in our opinion, non-compliance has occurred. These instances are 
contained in sections 4, 5, 8, 11, 12, 15, 17 and 18 of Chapter 3. 


A summary of our conclusions regarding the preceding and other 
sections of Chapter 3 is set out as follows: 


Government Study of Management Practices and Accountability 


(3.3) Completion of a major study of these areas was expected by the 
end of 1984. 


Minister of the Crown, Speechwriting and Other Contracts 


(3.4) Application of the Ontario Manual of Administration to 
speechwriting services is unclear. 
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»Established policies and procedures, in our opinion, were not 
followed in obtaining certain contracted services. 


Ministry of Agriculture and Food, C onstruction Projects 


(3.5) »Management Board approval was not obtained for two major 
construction projects at the Horticultural Research Institute of 


Ontario. 
Ministry of Colleges and Universities, Apprentice Training Program 


(3.6) Procedures for the scheduling of apprentices did not ensure due 
regard for economy and efficiency. 


Intended program effects had been identified and will be used 
within the next year to assess and report on program 
effectiveness. 


Ministry of Community and Social Services, Children’s Social Services 
- Activity 


(3.7) eManagement information and financial control systems were 
generally functioning adequately, although certain control 
mechanisms required strengthening. 


Ministry of Community and Social Services, Computer Operations 


(3.8) «Management controls over the EDP policy and planning functions 
were good. 


*EDP standards and procedures had not been established and 


documented for contingency plans, change control procedures and 
security and privacy of data. 


* Reasonable controls were exercised over the use and cost of EDP 


facilities, although we had concerns over data storage costs and 
the employment of consultants. 


Ministry of Consumer and Commercial Relations, Computer Operations 
(3.9) Security over stored information was inadequate. 


* Management controls over the development of a complex data 
processing system were sound. 


Ministry of Consumer and Commercial Relations, Trust Company 
Takeovers 


(3.10) * To March 31, 1984, expenditures totalling $17.8 million had been 
incurred to pay for various required services. 


Ministry of Correctional Services, Probation and Parole Services and 
Community Resource Centre Services Activities 
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(3.11) *Caseload accountability and compliance with administrative 
requirements were deficient (Probation and Parole Services). 


«Compliance with legislative and administrative requirements was 
adequate, but additional economies could be achieved in several 
areas (Community Resource Centre Services). 


eInternal controls over Ministry expenditures, including 
compliance with established policies and procedures, were 
adequate. 


Ministry of the Environment, Branch Economy 


(3.12) *The Water Resources, Waste Management and Air Resources 
Branches were, for the most part, operating with due regard for 
economy, although certain areas required improvements. 


Ministry of Government Services, Maintenance of Government Facilities 


(3.13) «Information used for performance reporting was deficient as 
related to the costs of individual facilities managed and the 
performance of individual districts and regions. 


¢Operating relationships between the Property Management 
Division and client ministries were not clearly defined, resulting 
in instances of unnecessary delays in essential repairs and disputes 
over levels of service. 


¢ Due regard for economy in the acquisition of contract services was 
not assured. 


«The Preventive Maintenance Program for mechanical systems and 
equipment was not adequately performed. 


Ministry of Health, Ontario Drug Benefit Plan 


(3.14) «Procedures did not ensure that prices for drugs listed in the 
Ontario Drug Benefit Formulary were the most economical. 


Ministry of Health, Ontario Health Insurance Plan (OHIP) 


(3.15) Internal controls and compliance with legislation and 
administrative policies covering OHIP premium revenue, billing 
systems and payment of medical claims were generally 
satisfactory. 


«Certain other matters, relating to improperly waived premium 
revenue and amounts recoverable from physicians, were 
observed. 


Ministry of Health, Cancelled Publication 
(3.16) «After printing 102,000 booklets for intended distribution, 
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numerous errors were discovered and all copies were destroyed, 
resulting in wasted expenditure of $84,000. 


Ministry of Municipal Affairs and Housing, Ontario Youth Employment 

Program 

(3.17) «Improvements in controls were required to ensure compliance 
with the Ontario Youth Employment Act. 


Ministry of Natural Resources, Outdoor Recreation Program 


(3.18) » Although the Program was generally being administered with due 
regard to economy, efficiency and effectiveness, additional 
economies and efficiencies could be achieved. 


Ministry of the Solicitor General, O.P.P. Telecommunications Project 


(3.19) *This project, the estimated costs of which had risen from $24.4 
million in January 1980 to approximately $70 million in 
December 1982, was still in progress, with field testing of certain 
equipment scheduled for October 1984. 


Ministry of Transportation and Communications, Examination, 
Inspection and Enforcement Activity 


(3.20) «Improvements were required over management controls in place 
to monitor and report on the utilization of regional staff. 


2.3 Comments on Crown Agency Operations 


Similar to our comments on ministry operations, sections 4, 6, 7 
and 9 of Chapter 4 contain instances where, in our opinion, compliance 
with established policies and procedures was not observed. A summary of 


our observations regarding these and the other sections of Chapter 4 is as 
follows: 


Agencies, Boards and Commissions, Sunset Review Process 


(4.2) Although 19 agencies have been terminated as a result of this 
process, the total number of agencies has increased. 


The Development Corporations, Loans 


(4.3) * Procedures to measure the effectiveness of loan programs were 
inadequate. 


Liquor Control Board of Ontario, Consulting Services and Compliance 


(4.4) +A firm of consultants was retained to essentially duplicate work 
already completed by a government ministry. 


‘Non-compliance with policies contained in the Ontario Manual 
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of Administration was noted in the areas of employee relocation 
benefits, disposal of Board-owned automobiles and the 
monitoring of employee absences. 


Motor Vehicle Accident Claims Fund, Various Matters 
(4.5) EDP procedures and controls were deficient. 

¢ Monitoring of collection agencies’ performance was inadequate. 
Office of the Assembly, Appropriations 


(4.6) *We questioned whether $105,000 charged to Caucus Research 
Support Funding was expended for the purposes for which it was 
appropriated. 


Office of the Ombudsman, Compliance 


(4.7) *We observed a number of areas and instances of non-compliance 
with policies and procedures contained in the Ontario Manual of 
Administration. 


The Ontario Cancer Treatment and Research Foundation, Investments 


(4.8) *The Foundation’s investment portfolio has increased 
substantially over the past four years. 


Ontario Lottery Corporation, Appointment of Distributors and Use of 
Public Funds 


(4.9) «We questioned whether qualified applicants for distributorships 
were aware of openings. 


«Contrary to normal practice in the Ontario public sector, the 
Corporation paid approximately $10,000 for a staff reception and 
dinner. 


Ontario Northland Transportation Commission, Freight Rates 


(4.10) *The Commission lost over $300,000 in 1982 because rates 
charged to a major commercial customer were insufficient to 
recover variable costs. 


Workers’ Compensation Board, Medical Aid Branch 


(4.11) *The Branch’s effectiveness could be further enhanced through 
raising the level of operational efficiency in several areas, 
including long and short term planning and the production and 
use of reports. 
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COMMENTS ON MINISTRY OPERATIONS 


3.1. Introductory Comments 


Most of the comments contained in this segment of the Report 
pertain to audit observations and recommendations resulting from 
ongoing ministry audits and special reviews. The audits on which the 
comments are based were completed since the date of our last Report and 
are listed in Exhibit 6. 


3.2 Accountability for Transfer Payments 


INTRODUCTION 


Transfer payments comprise the largest category of the Province’s 
budgetary expenditure, and in the 1984 fiscal year amounted to $18.0 
billion or approximately 73.5 per cent of the total expenditure. 


In section 3.2 of our 1983 report we expressed our concern for the 
accountability of transfer payments and our belief that the government has 
the responsibility for assuring that all funds are managed with due regard 
for economy, efficiency and effectiveness. For the major recipients of 
transfer payments (hospitals, school boards, universities and colleges, and 
municipalities) we outlined the current status of accountability 
relationships, their deficiencies, and the actions being taken by the 
government and the ministries to address the deficiencies. The section also 
indicated that an interministerial task force, established to consider the 
government's auditing policies as they apply to recipients of transfer 
payments, had made recommendations for improving accountability and 
achieving greater consolidation and coordination of audits. 


The purpose of this year’s section is to provide an informational 
update only. For the most part, our comments are not based on regular 
audit activity; rather, they are based on discussions with ministry officials 
review of varlous ministry reports and informational material, and ministry 
submissions to the Standing Public Accounts Committee. 


CLASSIFICATION OF TRANSFER PAYMENTS 
Transfer payments made directly to Ontario residents (e.g. income 


é bate 
read ce ea assistance), or to individuals (e.g. physicians, 
pharmacists) in payment for services provided to Ontario residents, 
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amounted to $4.0 billion or approximately 22.6 per cent of total transfer 
payments. The government has complete control over such payments and 
should have the means readily at its disposal to be fully accountable to the 
Legislature. 


Transfer payments to intermediary organizations or bodies, for the 
purpose of providing services to the Ontario public, amounted to $14.0 
billion or approximately 77.4 per cent of total transfer payments. Where 
government programs are delivered through intermediaries the government 
does not have complete control over the economical, efficient or effective 
use of funding, nor can it safeguard the funds or ensure that expenditures 
are made in accordance with relevant legislation and directives. In the 
absence of direct control the government must seek required information 
and/or assurances by other means if it is to satisfy its responsibility to the 
Legislature. 


ACCOUNTABILITY FOR PROGRAM AND ADMINISTRATIVE EFFECTIVENESS 


Our comments on accountability with respect to the main 
‘“‘intermediary’’ recipients follow. 


Operation of Hospitals and Related Facilities ($3,804 million) 


The deficiencies in accountability relationships noted in our 1983 
report related mainly to the need for further development of performance 
indicators and to the limited value for money audit activity at the 
hospitals. 


In a February 29, 1984 meeting of the Standing Public Accounts 
Committee, held to discuss this ‘‘Accountability for Transfer Payments”’ 
section of our 1983 report, the Deputy Minister of Health informed the 
Committee that: 


ein recent years the Ministry has, in addition to other matters, taken 
steps to put in place the mechanisms and incentives that will 
encourage good resources management and accountability within 
the hospital sector; 


ethe Ministry's approach has been to develop management 

strategies and cooperative approaches that can respond effectively 
to the pressures and demands coming to bear on the health care 
system; 


ethe Ministry is now working to develop greater precision in its 
methods of determining hospital allocations and its procedures for 
monitoring hospital performance. 


In our 1983 report we noted that certain actions had been taken by 
the Ministry to address the deficiencies in accountability relationships. 
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Some further progress has been made in this regard and the current 
situation is as follows. 


The Ministry has now fully established the concept of cluster or 
peer grouping of hospitals, whereby hospitals are grouped by using patient 
or product related criteria rather than size of facilities. This procedure has 
allowed the development of more meaningful performance indicators for 
individual hospitals and for use in peer evaluation. The quarterly hospital 
profile reports allow the area teams of the Institutional Operations Branch 
to conduct financial analyses of the hospitals throughout the year. Problem 
areas or areas where improvements are possible can be more easily 
identified and corrective action taken. Additionally, refinements have been 
made in the process by which the area teams evaluate the funding of new 
and expanded programs. 


Performance indicators are presently used on a departmental basis 
only, but work is progressing towards the development of performance 
- indicators on a patient or diagnosis related basis. The pilot project at 
Kingston General Hospital continues working towards the development of 
a standard costing format which allocates costs on a utilization of resource 
basis for each disease classification. Also, it is anticipated that the 
management information system being developed by the Canadian 
Hospital Association will provide a method of capturing costs on a patient 
related basis. However, as this development is presently at the pilot project 
Stage, it will be some time before results will be available for application. 


oy Regarding value for money audit activity at hospitals, the 
Ministry’s Comprehensive Audit Steering Committee has progressed 
towards the development of a reasonable methodology for the audit 
approach. Our 1983 report indicated that the Committee had selected three 
consulting firms to extend testing on the application of the 
“Comprehensive Audit’’ concept in hospitals and to assess its potential. In 
the latter part of 1983 the consulting firms reported on the three projects 
involved. As a result of these projects the Ministry developed a manual, 
referred to as ‘A Guide to Comprehensive Auditing in Hospitals’’. 


The Ministry decided that a further project should be undertaken to 
cetermnine the viability of the Guide as a self-assessment tool. During the 
latter part of 1984, the three hospitals participating in the project are to test 


various sections of the Guide for their practicability and utility and then 
report possible refinements to the Committee 
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The deficiencies in accountability relationships noted in our 1983 
report related to statistical information not being used by the Ministry to 
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assess whether funds are being spent with due regard for economy and 
efficiency, and to the absence of value for money audits. 


In the February 29, 1984 meeting of the Standing Public Accounts 
Committee, the Deputy Minister of Education informed the Committee 
that: 


ea number of accountability techniques and processes are in place, 
including: 


—local accountability, involving the publication of financial 
information and discussions among trustees, teachers and 
citizens; 

—planning as an instrument of accountability in the 


implementation of new or additional transfer payment 
programs; 


—accountability of directors of education through adherence to 
certain objectives for directors set out in the Education Act; 


ewhen improving accountability between the government and 
school boards it is imperative to keep in mind that a reasonable 
balance between provincial and local needs and responsibilities 
should be maintained; 


*the Ministry would welcome greater discussion of the role that 

audit can play in providing independent assurances to school 
boards and to the Ministry regarding economy, efficiency and 
effectiveness. 


Operating Grants, Universities ($1,113 million) 


Our 1983 report referred to the assertion by the Deputy Minister 
that university governing bodies are only accountable to the Legislature for 
the operation of their institutions. Further, we noted that the Ministry does 
not require the universities to report on how economically, efficiently and 
effectively the operating grants have been utilized. 


In a statement to the Legislature on December 15, 1983 the 
Minister of Colleges and Universities stated, in part, that **... the 
Government maintains the view that universities are autonomous and 
should remain autonomous in the governance of their affairs and in 
ensuring that their responsibilities as institutions of higher education are 
discharged with integrity. . . . Nevertheless, it must be recognized that 
government has the responsibility to ensure that its transfer payments are 
Spent and managed well.”’ 


In the February 29, 1984 meeting of the Standing Public Accounts 
Committee, the Deputy Minister informed the Committee that: 
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euniversities recognize the reality of the fact that financial support 
does not come unencumbered and that there is a delicate balance 
between autonomy and control; 


¢greater accountability in universities is encouraged by: 


—the Ministry’s ongoing discussions with the Council of Ontario 
Universities and its subcommittees; 


—government constraints forcing the universities into looking 
within themselves at greater productivity and efficiency. 


Accountability and other issues are presently being addressed by 
the Commission on the Future Development of the Universities of Ontario. 
Established by Order in Council 145/84 effective January 1, 1984, the 
Commission is to advise the Minister on the restructuring of the university 
system in Ontario and present a plan of action to better enable the 
universities to adjust to changing social and economic conditions. The 
Committee is to report to the Minister in November 1984. 


With regard to accountability, the Commission is to address the 
method of distributing university operating grants with a view to ensuring 
an adequate and measurable basis for public accountability, while enabling 
the universities to remain autonomous in discharging their 
responsibilities. 


Operating Grants, Community Colleges ($436 million) 


The deficiencies in accountability relationships noted in our 1983 
report related to the lack of terms of reference for operational reviews at 
colleges, and to the need for further assurance that funds are being used 
with due regard to value for money considerations. 


In the February 29, 1984 meeting of the Standing Public Accounts 


Committee, the Deputy Minister of Colleges and Universities informed the 
Committee that: 


ethe boards of governors are responsible to the Minister for the 
economy, efficiency and effectiveness of each college; 


“most colleges are conducting their own localized operational 
reviews and, in addition, the Ministry and the Council of Regents 
have been discussing operational reviews for the colleges; 


“Initially the only accountability report colleges were required to 
submit was the annual audited financial Statement. The colleges 
are now required to submit an annual multi-year planning 
document, are subject to visitations by the Council of Regents and 
are reviewing further efficiency and economy in the colleges by 
means of a task force composed of college and Ministry staff. 
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In June 1984 the task force published a report entitled ‘‘An 
Analysis of Unit Operating Costs in Ontario’s Colleges of Applied Arts 
and Technology, 1978-79 to 1982-83”’. 


The indices used in the report are based on actual costs, adjusted for 
various known differences among the colleges such as program mix, scale 
and location of operations. The indices provide a means of measuring 
variations in unit operating costs among the colleges. 


The report does not address the methodology for carrying out 
operational reviews at the colleges; rather it represents only a first step in 
an examination of the cost-effectiveness of training practices in the college 
system. The report has been distributed throughout the college system for 
comment. The task force will review the comments received and determine 
how they might be incorporated into future work. 


Unconditional Grants to Municipalities ($677 million) 


In our 1983 report we noted two deficiencies in accountability 
relationships, one relating to the general lack of meaningful performance 
indicators in municipal government, and the other relating to the Ministry’s 
failure to request assurances that due regard for economy, efficiency and 
effectiveness is being exercised in the provision of municipal services. 


In the February 29, 1984 meeting of the Standing Public Accounts 
Committee, the Deputy Minister of Municipal Affairs and Housing 
informed the Committee that: 


ethe Ministry will assist local governments by various means to 
carry out their stewardship and to make the management and the 
administration of funds effective; 


eunconditional grants are considered to be unconditional transfers, 
that is, there have been no strings attached to the use of the annual 
grants. As it is a municipal decision as to how the funds are to be 
spent, the main accountability for the unconditional grants 
transfers is at the local level of municipal government where the 
municipalities are accountable to their electorate; 


ethe approach of a hands-on, value-for-money audit of 
unconditional grants does not really apply. The comprehensive or 
value-for-money portion of a municipal audit is a municipal 
decision. 


With respect to performance measurement in municipalities the 
Ministry has coordinated several seminars dealing with issues of concern to 
municipalities in various localities. As a result some larger municipalities 
are now using performance measurement techniques on an 
across-the-board basis and others are using the techniques on a 
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departmental basis. A report will be issued subsequent to the final seminar 
in the fall of 1984 and an implementation checklist prepared to assist the 
municipalities in applying the performance measurements. 


Phase 2 of the 1982 study on accountability in municipalities, 
addressing the conduct of audits in municipalities, has been completed and 
a report issued. A position paper prepared by ministry staff is being 
reviewed by senior ministry officials. 


The three-year ‘‘Municipal Action’’ program funds the 
development of staff expertise as well as projects aimed at increasing 
productivity and improving cost effectiveness. The program has been well 
received by the municipalities with over 2,000 applications for assistance 
received and $4 million in funding approved. The Ministry reviews and 
monitors the progress in implementing the projects through reports 
received from the municipalities. After program funding ceases in March 
1985 the results of all funded projects will be reviewed, assessed and 
Incorporated into a report expected to be issued in 1986. 


The Ministry has also taken other steps to assist the municipalities, 
as for example: 


‘developing comparative cost information on various municipal 
services; 


shaving materials prepared to assist municipalities in evaluating, 
acquiring and installing microcomputers; 


*taking the lead in coordinating the auditing of municipalities by 
various government ministries. 


TASK FORCE ON THE AUDITING OF ONTARIO GOVERNMENT TRANSFER 
PAYMENT RECIPIENTS 


| In section 3.2 of last year’s report we indicated that an 
interministerial task force on the auditing of transfer payment recipients 
had been established. In its March 1983 report the task force had suggested 
that, in order to improve accountability, the auditing of recipients be 
broadened to include the evaluation of Management controls. By 
examining controls concerned with economy, efficiency and effectiveness 
assurance would be provided as to the appropriate disclosure and fair 
presentation of information. Other recommendations dealt with ways to 
achieve greater consolidation and coordination of audits. 


The Cabinet has agreed that processes to improve accountability 
should receive high priority and accordingly in February 1984 approved a 
oe eo to implementation of the task force’s recommendations. 

ne approach is to involve a first Stage of dialogue and analysis, the results 
of which would be used to plan the subsequent Stages of implementidens It 
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is anticipated that this approach will result in continued improvement in 
accountability and enhanced value for money in expenditures. 


In the 1984-85 fiscal year the first stage will involve the ministries 
in developing implementation plans to be reviewed by Management Board 
of Cabinet. The ministries are also to assemble teams comprised of transfer 
payment recipients, including their associations and clients, together with 
ministry and audit staff. The teams are to undertake exploratory work in: 


eassessing the current situation; 


«developing a common understanding and consensus on the goals 
and objectives of the recipient, the results expected and the 
methods of quantifying them; 


edetermining the steps which might be taken to improve the 
accountability process. 


The Cabinet has designated the Ministry of Municipal Affairs and 
Housing as the lead ministry in coordinating the timing of individual 
ministry audits. The Ministry will also be responsible for pilot projects 
involving single audits of municipalities on a multi-ministry basis. It is 
anticipated that the greater coordination and consolidation of audits will 
improve relationships with the auditees and promote more economical use 
of scarce auditing resources. 


During the 1985-86 fiscal year the ministries are to report to the 
Management Board of Cabinet on their first stage results and findings, 
together with specific proposals for future action. 


COMMENTS AND CONCLUSIONS 


We are pleased to see an increased awareness with respect to the 
concepts of accountability and the expenditure of funds with due regard for 
economy, efficiency and effectiveness. It is evident that the diffusion of 
these concepts throughout government has influenced the thinking and the 
attitudes of officials at all levels. 


The Cabinet, in agreeing that processes to improve accountability 
should receive the highest priority, has provided impetus by approving a 
gradual approach to the implementation of the recommendations of the 
Task Force on the Auditing of Ontario Government Transfer Payment 
Recipients. Although the process will not be completed for some time we 
are encouraged by the prospect of continued improvement in accountability 
and in the application of value for money concepts. 


The ministries have placed greater emphasis on the development of 
performance indicators and are conducting various pilot projects and 
developing methodologies that will improve accountability and enhance 
value for money in expenditures. 
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We recognize the difficulties in achieving accountability while at 
the same time allowing for the autonomy of the transfer payment recipients 
in spending the funds provided by the government. However, we believe 
there must be a constant striving for assurances that the funds are being 
spent with due regard for economy, efficiency and effectiveness. In this 
regard, we will continue to monitor the progress in the course of our 
reoular ministry audit activities and report any significant matters in our 
future annual reports to the Legislature. 


3.3 Study of Government Management Practices and 
Accountability 


Early in 1984, two consulting firms were selected by a committee ~ 
of senior deputy ministers to jointly carry out a major study of management 
practices and accountability. The study has been .designated as the 
Corporate Management and Accountability Framework Study. A previous 
major study of government practices occurred approximately 10 years ago 
when an extensive review was carried out by the Committee on 
Government Productivity. Although the current study will not be as 
extensive, it 1s believed that some areas will benefit from detailed 
examination. 


The primary objective of the current study is to ensure that the 
public receives the best possible service in the most economical manner. 
Consequently, the study will concentrate on three major areas: 


*the government’s accountability framework, to clarify the roles 
and responsibilities of individual ministries and central agencies 
such as Management Board and Treasury; 


‘administrative policies and practices, to guarantee that the rules 


encourage prudence, probity and productivity in the conduct of 
public business; and 


«the attitudes and motivations of civil servants, to reinforce a 


climate that fosters innovation, creativity and a value for money 
approach. 


} A steering committee, comprised of three representatives from the 
private sector, the previous Provincial Auditor and three senior 


government officials, will oversee the progress of the study and work with 
the consultants to review issues and proposals. 


The study is to be completed before the end of 1984 and a report 


prepared for the Chairman of the Management Board of Cabinet and the 
Treasurer. 
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3.4 Review of Contracts Initiated by Minister of the Crown 


Questions were raised in the Legislative Assembly in October and 
November 1983 relating to contracts awarded to the consulting firms of 
Matrix Communications and Donald R. Martyn and Associates during the 
period when the Honourable G.W. Walker held the Ministerial portfolios 
of Correctional Services (CS), October 18, 1978 to April 9, 1981, 
Consumer and Commercial Relations (CCR), April 10, 1981 to February 
12, 1982, Industry and Trade (MIT), February 13, 1982 to July 5, 1983, 
and Provincial Secretary for Justice, August 30, 1979 to February 12, 1982 
(concurrent with CS and CCR portfolios) and July 6, 1983 to the present. 


As a result, we reviewed contract payments to these two consulting 
firms, and also extended our review to include contracts entered into by the 
Minister, with two other consultants. The results of our review were 
reported to the Secretary, Management Board of Cabinet. 


Our objective was to assess compliance with established policies 
and procedures in the purchase of services, primarily those initiated by the 
Minister from: (1) Matrix Communications; (2) Donald R. Martyn and 
Associates; and (3) other consulting firms. 


Our conclusions and findings are summarized as follows: 
Matrix Communications 


The Ontario Manual of Administration (OMA) does not specifically identify 
speechwriting as a purchased service covered by its policy on creative 
communications. While the definition of Creative Communications Services 
in the OMA (50.6) could be interpreted to cover speechwriting, the matter 
was not conclusive and required further clarification. 


Donald R. Martyn and Associates 


In our opinion, established policies and procedures were not followed in 
obtaining certain services rendered by this firm. 


«Consulting services ($75,461) regarding the establishment 
of a Technology Centres Program were not tendered, nor 
was an exemption from tendering obtained from 
Management Board. 


The Minister, however, did not feel that the provisions of 
the OMA (50.3) applied in this instance. 


eServices for redesigning the Minister’s reception and 
lobby area ($15,925) were not obtained in accordance with 
the OMA policies (50.4). This project was discontinued 
prior to completion. 
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The Minister, however, felt that the hiring of this 
consultant was justified in the circumstances. 


Other Consulting Firms 


-A consulting firm was awarded two consecutive 
agreements totalling $29,670 for the scripting, research 
and production of a film detailing Ontario’s high tech 
initiatives. Tenders were not called for this project nor was 
an exemption from tendering obtained from Management 
Board. However, the unusual circumstances involved 
were certainly a mitigating factor. 


e Another consultant received a total of $22,725 under two 
consecutive agreements for services which included 
advising on public communication strategy, developing 
and supplying communications policy, and making 
recommendations for a policy-based communication 
program. Tenders were not called for this project nor was 
an exemption from tendering obtained from Management 
Board. 


While in our opinion these engagements fell within the 
defined category of management consulting services, the 
Minister did not feel that the situation was covered by the 
OMA. 


Other Matters 


We found that prudent management practices were not always followed in 
contracting and managing projects. 


*Agreements were not formalized in writing for a number 
of projects; 


*Some agreements examined did not specify a_ total 
estimated cost for the project, and billings from certain 
consultants did not provide sufficient detail to enable 
verification of the terms of agreement; 


*Consultants’ performance was not usually evaluated in 
writing. 


The Specific instances of these summarized findings are included in 
the relevant sections of the Detailed Commentary. 


General 


°We sensed a tendency to take a very literal view of the OMA and if 
the situation at hand was not specifically addressed, it was 
assumed that the OMA policies did not apply. A possible 
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solution would be to promote the concept of following the 
spirit or intent of OMA policies, recognizing that every 
conceivable situation cannot be specifically defined and 
covered. 


«We also sensed a reluctance to approach Management 
Board in urgent situations for fear that the delay factor 
involved could jeopardize the successful resolution of the 
problem. We suggested an additional OMA directive 
which would include an emergency procedure whereby a 
Minister, in need of a decision on such a_ proposed 
expenditure, could be assured of a brief turnaround time 
for an answer from Management Board. 


«A question arose as to the extent to which Ministers should 
be conversant with the OMA. If they rely on their Deputy 
Ministers and/or administrative staff to ensure 
compliance, a difficulty is seen where the Ministers or 
Ministers’ Officer initiate action which is not processed 
through the administrative systems of the Ministries. 


We recommended that Management Board consider these matters 
and the advisability of developing appropriate statements or guidelines. 


During our discussions with the Minister he stated that it was never 
his intention to circumvent the policies of the OMA in the purchase of any 
of these services. The Minister felt that if there were instances of 
non-compliance they resulted from oversight and conditions of urgency. 


The Minister emphasized that in all of the cases discussed the 
Ministries involved had obtained good value for the money expended. 
Nevertheless, we felt strongly that the pursuit of value for money should 
not preclude compliance with the OMA. Furthermore, it was our opinion 
that compliance with the OMA should in fact contribute to better value for 
money overall. 


DETAILED COMMENTARY 


Matrix Communications 


Speechwriting 


Payments for speechwriting and other communication services 
were as follows: 


Dec. 1978-Aug. 1981 Correctional Services $ 67,488 
Apr. 1981-Mar. 1982 Consumer and Commercial 
Relations 28,899 


Mar. 1982-June 1983 Industry and Trade 149,395 
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Aug. 1979-Feb. 1982 Provincial Secretariat 

for Justice = 
July 1983-Oct. 1983 Provincial Secretariat 

for Justice — 


$245,782 


Note: $6,189 of the above represented services for Ministers other than the 
Honourable G.W. Walker. 


Matrix Communications was hired by the Minister for 
speechwriting and other communication services. These services included 
news releases, speaking platforms, preparation of presentation kits, slide 
shows, brochures and pamphlets, project planning and other 
communication tasks. Competitive selection procedures were not followed 
in hiring this consultant for several projects exceeding $15,000. 


The OMA (50.6) defines Creative Communications Services as 
advertising, promotion, public relations and creative communications 
research and requires that competitive selection procedures be followed in 
awarding contracts over $15,000 in these categories. 


While the OMA does not specifically identify speechwriting, it 
would seem to fall within the realm of public relations. We discussed this 
matter with staff of Management Board Secretariat and it was their opinion 
that speechwriting is covered by the creative communications policy. On 
the other hand the Minister felt that the absence of specific reference to 
speechwriting in the OMA (50.6) was recognition that a competitive 
selection process is not appropriate for such a personal matter. 


In our opinion, the application of the OMA (50.6) was open to question and 
the issue required clarification. In this connection, we noted that the Chairman 
of Management Board stated in the Legislature on November 4, 1983, that 
he had directed his staff to review the communications policy with 
particular emphasis on the possible need to address speechwriting in a 
more specific manner. The Executive Coordinator, Management Policy 
Branch of the Secretariat, informed us that a review of the communications 


and other OMA policies was underway with completion expected about the 
end of the 1984 fiscal year. 


Writing Costs re Minister’s Book 


The extent to which the speechwriting function of Matrix 
Communications was separated from the book writing services provided to 
the Minister was questioned in the Legislature on November 4, 1983. In 
Our examination we found no evidence that any billing submitted by this 


consultant included charges relating to book writing services for the 
Minister. 
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Speechwriting Practices in Selected Ministries 


Questions in the Legislature on October 21, 1983 related to 
speechwriting services and whether ministers, in general, normally 
contracted for these services. In this regard, we contacted senior 
communications staff in five selected ministries to enquire what practices 
were followed in their respective ministries for speechwriting services: 


¢Three ministries (Attorney General, Education, and Municipal 
Affairs and Housing) did not use external consultants for 
speechwriting services. 


¢Two ministries used both external and internal resources for 
speechwriting. For external contracts, the Ministry of Agriculture 
and Food rotated speechwriting assignments among a number of 
consultants. Each speech was purchased as a separate project, 
with no speech exceeding $1,000. The Ministry of Energy 
tendered for all external speechwriting engagements in excess of 
$15,000 each. 


The results of our survey indicated that no single practice was used 
across government for hiring speechwriting services. 


_ Additional Considerations 


Although most of the engagements with Matrix Communications were by 
written agreement, services provided to the Ministry of Correctional Services 
between December 1978 and June 1979 were on a verbal basis. The Ministry of 


- Consumer and Commercial Relations could not locate an agreement for services 


provided between April 1981 and March 1982. Without written agreement, the 


basis for legal enforcement is weakened, and there is no assurance that 


both parties understand and agree to the terms of engagement. 


While some agreements examined specified the total estimated cost of the 
project, others stated only an hourly rate for services to be provided during the 


contract period. We felt that wherever possible the total cost, or cost 
estimate, should be incorporated into the project agreement as a basis for 
_ budgetary and project cost control. 


We recommended that Management Board Secretariat address 
these concerns in their review of OMA policies. 


Donald R. Martyn and Associates 
Technology Centres Program 


In an exchange of letters in April and May 1982, the Honourable 
G.W. Walker, Minister of Industry and Trade (MIT) and Donald Martyn 
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acreed that Donald R. Martyn and Associates would provide consulting 
services in establishing the Technology Centres Program. These Services 
included the development of a Technology Centres Branch and_ the 
development, coordination, opening and marketing of the Technology 
Centres. The consultant received $75,461 under this agreement for 
services provided between May 1982 and May 1983. 


The OMA (50.3) requires that management consulting projects in excess of 
$15,000 be tendered or that the prior approval of Management Board be obtained 
for an exemption from tendering. Neither of these requirements were met in 


contracting services for this project. 


In our discussions with the Minister, he expressed the opinion that this 
particular problem of establishing the Technology Centres did not fall within the 
OMA (50.3) definition of ‘‘management problems’’. He felt that this was a 
specific operational task which would normally be conducted internally. 
He explained that external services were purchased because there was 
insufficient expertise within the reorganized Ministry, at the time he 
assumed ministerial responsibility, to complete the task before the 
announced opening dates of the Centres. 


However, it was our view that a broader interpretation was intended 
by the OMA policy on Management Consulting and that this project should 
have been subject to its requirements even given the extreme urgency of 
the situation emphasized by the Minister. Exemption from tendering could 
have been requested on that basis. 


The OMA policy also states that wherever possible a ceiling price 
be set out in contracts. The letters of agreement specified an hourly rate for 
services to be rendered but did not identify the total estimated cost of the project. 
Additionally, the consultant’s monthly bills showed only a total dollar 
amount without details of hours worked. In the event that a ceiling price 
cannot be determined, we felt that billings at least should be detailed in 
accordance with the terms of agreement to provide a basis for monitoring 
and control. 

Redesign of Minister’s Reception and Lobby Area 


ire Donald R. Martyn and Associates were hired by the Minister’s 
fice of the Ministry of Industry and Trade to redesign the Minister’s 
reception and lobby area. There was no signed agreement on file in the 
Ministry. 


"he design work, started in December 1982, was already well 
underway when the Ministry’s Management Services Branch (MSB) 
DeRHti aan of the project in March 1983, MSB immediately informed 
the Design Branch of the Ministry of Government Services (MGS) of the 
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Xistence of the project and requested a review of the design work. 
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Subsequently the project was discontinued before completion because of 
design problems identified by MGS, high cost and the effect on the design 
of a change in the Ministry’s official colour scheme. The consultant 
received $15,925 tor work done on this project. 


The QMA policy on Technical Consulting Services (50.4) states 
that ““Only the Design Services Branch of the Ministry of Government 
Services may engage interior design consultants.”” The direct hiring of this 
consultant for interior design work by the Minister’s Office without the prior 
approval of Management Board was a deviation from this policy. 


The Minister explained that Martyn and Associates had been 
involved with the Technology Centres Program and it was considered 
appropriate to have the “‘Technology’’ theme incorporated into. the 
redesign of the reception and lobby area. Consequently, in the Minister's 
opinion, it was logical to have the same consultant carry the concept through to the 
design project. He also felt that the relevant section of the OMA was not applicable 
in the circumstances. However, we had difficulty accepting the Minister's 
position and again felt that a request for exemption trom this OMA 
directive was warranted. 


Other Consulting Firms 


In July and August 1982 the Minister's Office of MIT arranged two 
consecutive agreements with a consultant. These two agreements related to 
the production of a high tech film and although neither exceeded $15,000, 
total payments amounted to $29,670. No tenders were called for this project 
and no exemption from tendering was requested from Management Board. 


The Minister explained that the second agreement was not anticipated at the 
time of the first engagement. However, additional work was required on the film 
production because the consultant had been inadvertently supplied with wrong 
information by the Ministry. It could be argued that when it became evident 
that the project would exceed $15,000 and prior to the reengagement, a 
request for an exemption from competitive selection should have been 
made to Management Board. However, because of the extenuating 
circumstances, we were unable to be critical of the Minister's failure to do so. 


A second consultant was engaged by the Minister of Industry and 
Trade on two consecutive projects relating to communication policies in 
the Ministry. The agreements dated August and November 1982 were for 
$14,999 and $9,000 respectively, with actual payments totalling $22,725. 
No tenders were called for this project and no exemption from tendering was 
requested from Management Board, 


According to the Minister, this consultant was hired to fill the temporary 
position of Special Assistant to the Minister and not as a consultant, He was being 
considered for a permanent statt position, and with this in mind the 
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Minister renewed the agreement for a further three months at the expiry of 
the original engagement. The Minister was of the opinion that the OMA 
does not cover an engagement of this nature. 


The letters of agreement, however, were with the consultant’s firm 
and in our opinion fell within the category of management consulting 
services as defined in the OMA. Consequently, in order to avoid the 
appearance of a fragmented contract, we were of the opinion that an 
exemption from tendering should have been obtained from Management 
Board prior to the reengagement. 


Evaluations of Consultants’ Performance 


In our review of consulting projects in the three ministries, we found that it 
was not the general practice to prepare a written evaluation of the consultant’s 
performance at the completion of each project. 


The Creative Communications Services section of the OMA 
includes a control requiring ministries to retain records documenting 
suppliers’ service performance. The OMA section for Technical 
Consulting Services also has policy requiring performance evaluations. 
Although this control is not specifically identified in the OMA section for 
Management Consulting Services, we felt it to be a useful management 
tool for such purposes as evidencing the degree of value for money 
obtained and as a reference for future consulting engagements. 


We therefore recommended that performance evaluations be 


specifically addressed in the Management Consulting Services section of 
the OMA. 


On May 31, 1984, the Secretary, Management Board of Cabinet 
wrote us as follows: 


‘would like to respond to your audit report on a special 
review of payments to Matrix Communications and Donald 
K. Martyn and Associates. This report deals with two 
matters; the assessment of compliance with established 
policies and procedures in the purchase of services, 
primarily those initiated by the Honourable G.W. Walker 
and a series of recommendations to improve the clarity and 


effectiveness of the Ontario Manual of Administration 
(O.M.A.). 


“On the latter point, I would like to confirm that the 
Secretariat is actively addressing the series of 
recommendations which have been made on improving the 
O.M -A. We are strongly supportive of the principles upon 
which the recommendations are based, and_ alternative 
proposals are being developed to improve and clarify the 
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Manual. However, it has been decided to withhold final 
approval of these proposals pending the completion of the 
work by the consultants on the management and 
accountability framework. 


“As you are aware, the consultants have been asked to 


make recommendations on the content and application of 


the O.M.A. in order to enhance service to the public, while 
at the same time promoting improved probity and prudence 


in the conduct of the day to day affairs. As a consequence of 


their assignment, a number of draft revised policies have 
been put ‘on hold’ until the consultants’ recommendations 
are received and considered. These revisions include 
Technical Consulting Services, Systems Development 
Services, Management Consulting Services and Creative 
Communication Services. 


“TL will correspond with you later this year on the specific 
action which the Management Board decides to take on 
these and other policies. 


“In terms of some of your more general observations, the 
Chairman of Management Board has written his Cabinet 
Colleagues on the matters of urgent situations and 
knowledge of the detailed provisions of the O.M.A. On the 
question of urgency, the Chairman has clarified that a 
process does exist for rapid response on items where the 
public interest requires speedy action and a Management 
Board decision is required. 


“The Chairman has indicated in his letter to Ministers that 
the complexities of the Manual argue for referring most 
contracts to administrative staff who are familiar with 
detailed provisions of the O.M.A. Thus, he has suggested 
that they refer most requests for staffing and the acquisition 
of goods and services to the Deputy Minister or appropriate 
financial and administrative officers in the ministry. The 
Chairman acknowledges that there will be certain routine 
situations which will not require this approach, but that it 
provides greater assurance of consistent compliance. 


On the matter of the individual purchases of service, I met 
with the Honourable Gordon Walker and Dr. E.E. Stewart, 
Deputy Minister to the Premier, on May 15, 1984 to discuss 
the content of your report. Mr. Walker described the 
contacts’ with your staff in) January and expressed 
considerable satisfaction that you had included a significant 
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number of his comments and recommendations in your 
audit report. He asked me to confirm that his January 
replies constitute his formal position on these matters as he 
viewed them at that date. As a result of your audit report, he 
has a supplementary response which I will outline for those 
purchase of service contracts where your report expresses 
concern. 


“On the speechwriting and other communication services 
contracted to Matrix Communications, you note that the 
application of the O.M.A. is open to question and the issue 
requires clarification. As indicated earlier, I will advise you 
later in the year on the action taken by the Board on the 
Creative Communication Services policy in the O.M.A. 


“In the meantime the Minister has instructed his staff to 
engage speechwriters on a roster basis, which is completely 
consistent with the spirit of the policy. 


‘The Minister was pleased to note that your audit found no 
evidence that any billing by Matrix Communications 
included charges relating to book writing services. 


“On the contract with (another consultant), your report 
notes that because of extenuating circumstances, you are 
unable to be critical of the Minister not requesting an 
exemption from tendering. 


‘The remainder of the Minister’s response relates to both 
the contracts with Donald R. Martyn and Asssociates and 
the two projects with (the last named consultant). 


“The Minister's position in January and your reflection of 
his replies in your audit report, clearly indicate that he 
believes he was not acting in contravention of the O.M.A. 
However, the Minister accepts that the Provincial Auditor’ s 
observations in these specific instances are the final word. 
As a consequence, he is committed to adhering to your 
recommendations in all future transactions. He has 
requested his Deputy Minister to carry out the appropriate 
contractual arrangements on his behalf consistent with the 
O.M.A. and your specific observation 


“IT trust that you will find this response addresses the 
comments and recommendations outlined in this special 
review. Mr. Walker and I would appreciate if you would let 
us know if any further followup is required. I would be 
pleased to provide additional information as required and 
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will reply in more detail on revisions to the O.M.A. later 
this year.’’ 


3.5. Lack of Approval for Major Construction Projects at 
Horticultural Research Institute of Ontario, Ministry of 
Agriculture and Food 


A recent Ministry audit covered various aspects of the operations 
of the Horticultural Research Institute of Ontario, a component of the 
Ministry’s Education and Research Division. During the course of our audit, 
we noted that Management Board approval was not obtained for two major 
construction projects. 


DETAILED COMMENTARY 
Overview 


The Horticultural Research Institute of Ontario conducts a wide 
range of breeding, production, storage and processing research studies 
aimed at increasing productivity for the commercial growers and 
processors of horticultural crops. These crops are comprised of fruits, 
vegetables, ornamental plants and flowers, and shrubs. In addition, the 
Institute provides extension services to the industrial and horticultural 
community. 


The Institute consists of four units. Two are located at Vineland 
and the others are at Simcoe and Bradford. The Institute expended $3.4 
million on horticultural research in the 1984 fiscal year. 


Horticultural Products Laboratory 


In 1981, the Institute, recognizing the need to improve storage 
techniques for fruits and vegetables, prepared plans for four laboratory 
and storage projects. The cost of these four projects was estimated by the 
Institute and the Ministry of Agriculture and Food to be $1,100,000. 


The largest undertaking of the four projects was a Horticultural 
Products Laboratory (HPL) which is a facility consisting of a number of 
atmospherically controlled storage areas to be used to study and improve 
the methods of storing Ontario grown produce.The estimated cost of HPL 
was $870,000. 


Capital expenditures for construction projects having an estimated cost 
exceeding $400,000 require certain submissions to Management Board, and specific 
approval of the Board. These procedures are described in the Ontario 
Manual of Administration and were clarified in guidelines developed by 
Management Board Secretariat and circulated to all Ministries in 1981. 
Generally, most planned construction projects are submitted by the 
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Ministry of Government Services (MGS) to Management Board in the 
annual Accommodation Program Plan. 


The Ministry of Agriculture and Food submitted their construction 
plans and cost estimates for the four projects to MGS with a request to 
commence construction. On receipt of the Ministry of Agriculture and 
Food’s initial estimate of $1.1 million for the four projects, MGS had 
informed Management Board of the proposed projects and stated that they 
would be included in their Accommodation Program Plan. 


MGS subsequently reviewed the plans and cost estimates and concluded 
that the estimated cost to construct only HPL would be more than double the 
estimated amount of $870,000 of which Management Board had been advised. As 
the Ministry of Agriculture and Food had available funding of only $1.1 
million, they decided to allocate all funds to HPL with the funds needed 
to complete the project to be requested in future appropriations. The 
Ministry decided to fragment the construction of HPL into three separate 
phases in order to allow ‘‘for the actual construction of one phase while 
another phase was in the design or tender stage.”’ 


While the HPL project was included in the MGS Accommodation Program 
Plan at the original $870,000 estimate, specific Management Board approval was 
not obtained by either Ministry. 


Greenhouse Research Facilities 


We also noted that the Ministry of Agriculture and Food proceeded with a 
greenhouses construction project which was similarly not approved by 
Management Board. 


In early 1983, the Institute completed a project for the demolition 
of three old greenhouses and the construction of five new energy efficient 
Interconnected greenhouses at a cost of approximately $600,000. The 
project was funded by the Ministries of Energy and Agriculture and 
Food. In late 1983, the Ministry of Energy offered the Ministry of 
Agriculture and Food an additional $400,000 to replace three more 


greenhouses on the condition that the funds be spent before the end of the 
1984 fiscal year. 


Both projects were fragmented into a number of phases. While 
MGS assisted in the preparation of tenders, the ongoing monitoring and 
liaison with the various construction contractors was provided by the 
Institute. We saw no evidence that these projects were approved by Management 
Board as required by the Manual of Administration and related guidelines. 


, ue preceding comments were included in a report dated 
ree ee 1984. Since the Ministry has not had sufficient time to 
respond, we are unable to present its views on the subject matter. 
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3.6 Potential for Improved Delivery of Apprentice Training 
Program, Ministry of Colleges and Universities 


One segment of a recent audit of the Ministry dealt with the 
apprentice training program, and included assessments of: 


(a) the adequacy of procedures in place to ensure due regard for 
economy and efficiency in the delivery of the program, and 


(b) the adequacy of procedures in place to measure and report on 
the effectiveness of the program. 


Our conclusions and major findings were as follows: 


(a) Procedures relating to a significant component of the program, 
the scheduling of apprentices for in-school sessions, did not 
ensure due regard for economy and efficiency. 


¢ The Ministry’s inability to fill the reserved training places has 
resulted in the Province not recovering from Canada 
approximately $3.7 million for the two year period ended 
March 31, 1984. 


(b) Intended program effects had been identified by the Ministry 
and, within the next year, will be used to assess and report on 
program effectiveness. Therefore, it was too early for us to 
assess the adequacy of these procedures. 


_ DETAILED FINDINGS AND RECOMMENDATIONS 


Overview 


Apprentices’ training in Ontario is governed by the Apprenticeship 


and Tradesmen’s Qualification Act and the regulations thereto. The 
_ training programs which are planned and carried out in accordance with the 


Act include institutional training, usually at Colleges of Applied Arts and 


Technology either on a full-time basis two or three times during the 


apprenticeship period, or on a part-time course schedule. 


Using predetermined per diem prices, grants to cover the operating 


costs of the apprentice training are paid to the colleges according to the 
number of training places reserved by the Ministry. Reimbursements from 


Canada under the Adult Occupational Training Agreement are made to the 
Ministry based on actual training places occupied. For the 1984 fiscal year, 
expenditures by the Ministry totalled approximately $27.4 million. 


Economy and Efficiency 


In order to provide the theoretical and academic aspects of the 


_ apprentice training program, the Ministry undertakes negotiations with the 
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colleges and guarantees the payment of a minimum number of training 
places or the actual training places occupied whichever 1s greater. On the 
other hand, reimbursements by the federal government relating to this 
program are based only on actual training places occupied. 


Since the colleges require the guaranteed training places as a 
‘‘break-even’’ point and the Ministry has accepted this condition, the onus 
to fill training places falls on the Ministry. 


In a 1979 report to the Ministry, we noted that “‘the inability of the 
Ministry to fill the reserved training places resulted in a net monetary loss 
to the Province of $1,745,000 for the three year period ended March 31, 
1979’’. The Ministry’s response was that: 


‘‘An improved computer program is currently being developed to 
computerize the scheduling of apprentices for in-school training — 
a task which has been done manually. This new computerized 
scheduling process will respond more quickly to cancellations and 
find replacements more effectively.’’ 


Our current review indicated that the Ministry was still unable to fill the 
reserved training places. This has resulted in the Province not recovering from 
Canada approximately $3.7 million for the two year period ended March 31, 1984. 
In this regard, management advised us that: 


1. The Ministry does not have complete control over apprentices 
who have failed to respond to call-in notices, or who have 
responded but failed to attend the in-school training. 


2. The poor economic conditions in recent years have resulted in 
some apprentices being laid off and attending an in-school 
session earlier than scheduled. This results in underutilization 


ao) the sessions these apprentices were originally scheduled 
or. 


3. It is sometimes difficult for both employers and apprentices to 


break a work period for an in-school training session at the times 
scheduled by the Ministry. 


| As in our 1979 report, we again recommended that the in-school 
scheduling and the reserved training places procedures be studied with a 
view to Increasing the responsiveness of the apprentice. 


On July 30, 1984, the Deputy Minister replied as follows: 


Apprenticeship training is the responsibility of Ontario 
under the Apprenticeship and Tradesmen’ s Qualification 
Act. The cost must be borne by Ontario whether or not any 
part is reimbursed by Canada. The fact that Canada, under 
the National Training Act, reimburses only wort of 
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Ontario's expenditure does not result ‘in a net monetary 

loss to the Province’. Canada’s program and Ontario’ s 
program are two distinct and separate programs; one 
cannot be measured by reference to the other. 


“While 100% seat utilization in the ‘in-school portion’ of 
apprenticeship training has not been achieved, seat 
utilization alone is only a partial measure of program 
efficiency. Costs are not determined by the number of seats 
filled; they are determined by other factors which include 
the number of sections provided. This matter is being 
addressed through the college system and_ significant 
productivity improvements have been made over the past 
several years.’’ 


_ Program Effectiveness 


| The overall objective of the apprentice training program is to 
_ provide training programs, consultant and administrative services to 
individuals and employers involved in skills training in order to enhance 


_ trade skills and employment in Ontario. 


| For purposes of measuring and reporting on the effectiveness of the 
program, the Ministry has identified a number of intended program effects, such as 

_ decreased requirements for off-shore skilled labour and decreased skill shortages in 

_ Various service and industrial occupations. We understand that within the next year 

the Ministry will be assessing and reporting on whether these program effects are 

| being achieved. 

Deputy Minister’s reply: 

‘In identifying ‘intended program effects’ we will have to 

bear in mind that apprenticeship is essentially reactive to 

economic conditions. Our Branch Review makes the point 

that: no commitment is intended .. ., but rather the levels 

indicated are those anticipated ..., such anticipation 

having a wide margin for error as do many other economic 

projections.”’ 


2.7 Audit of Children’s Social Services Activity, Ministry of 
Community and Social Services 


| An objective of a recent audit of the Children’s Social Services 
Activity, with expenditure of $433.8 million for the 1984 fiscal year, was 
tO assess the adequacy of the management information and financial 
control systems in place related to the economy/efficiency of the Activity ’s 


Operations. 
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We noted that the Ministry’s Operational Evaluation and Audit 
Branch had conducted extensive audit work in this area. Consequently, our 
examination was confined to a review of the related audit reports and 
working papers. 

We concluded from our review of the Branch’s work that the management 
information and financial control systems in place for this Activity were generally 
functioning adequately. However, a number of control mechanisms required 
strengthening. 


DETAILED COMMENTARY 
Overview 

The Children’s Social Services Activity provides a wide variety of 
support services to children and their families both directly and through the 
funding of agencies such as Children’s Aid Societies, Day Nurseries, 
Children’s and Youth Institutions and Community Mental Health 
facilities. 

The following significant audit findings were extracted from the 
Branch’s audit reports and files pertaining to the Children’s Social Services 
Activity. 

Child Welfare Services 


The Branch had completed reviews of 39 of the 51 Children’s Aid 
Societies up to April 1984, with nine final reports being completed and 
issued in the 1984 fiscal year. We reviewed the nine reports and noted the 
following weaknesses which were common to more than one society: 


—Societies needed to develop indicators and measurements with 
which to measure the quality and effectiveness of program 
delivery. 

—Case recording and file documentation required improvement. 


Children’s and Youth Institutions 


During the 1984 fiscal year 13 of these institutions were audited. 
The reports indicated that there were no serious Operating problems, but 


the following deficiencies were common to the majority of the 
Institutions: 


—There were no documented policies and procedures governing 
the financial management and control functions. 


—Regulations under the Children’s Institution Act require the 
licensed public accountant to express an opinion on the accuracy 


of the provincial subsidy for that year. Generally, this was not 
being complied with. 
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We noted that formal replies to the audit reports were not received 

from these institutions although we understood that general agreement with 

the findings and recommendations was verbally acknowledged at the close 
of the audit. 


Community Mental Health Facilities 


An audit of the Community Mental Health Facilities program was 

planned by the Operational Evaluation and Audit Branch for the 1985 

fiscal year. On request of the Toronto Area Office, an audit of one 

remedial nursery school was completed in the 1984 fiscal year arising from 

the concerns of the Toronto Area Office regarding the financial 

management of the school. The audit indicated financial irregularities and 
mismanagement of the school. 


A hearing was held pursuant to section 7 of the Children’s Mental 
Health Services Act in late 1983, and on March 27, 1984 a report was 
issued to the Ministry. The members of the Review Board found that the 
school was not financially capable of establishing, maintaining and 
Operating a children’s mental health centre, and that its affairs were not 
carried on under competent management nor in good faith. Upon the 
_ recommendation of the Review Board the Ministry revoked the approval of 


the school for the purposes of the Act and funding ceased as at March 31, 
1984. 


Central Region Audit 


The audit report issued in October 1983 stressed the need for 
interaction among the various levels of accountability and responsibility 
within the Ministry. Regarding controls over transfer payments which form 
83 per cent of the expenditure of the Children’s Social Services Activity, 
the report indicated that: 


—Mechanisms required strengthening to provide improved financial and 
administrative controls over funded agency programs. 


¢ Accounting and reporting standards for transfer payment recipients 
were not defined adequately, and the information available from 
audited financial statements did not meet Ministry requirements. 


¢Standards and guidelines were not in place to assist Area Offices In 
reviewing and reporting on transfer payment programs. 


*The lack of resources allocated to the review of transfer 
payment programs by Area Offices resulted in reviews being 
undertaken in response to irregularities or problems rather than 
on a planned systematic basis. In this regard, only 3 per cent ol 
Toronto Area programs were reviewed in the 1983 fiscal year. 
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The Deputy Minister wrote to us on September 26, 1984 and 
advised that: | 


General 


‘As noted in the (report), the Provincial Auditor has for the 

first time with respect to MCSS substantially relied on the 
work of the Ministry's Operational Evaluation and Audit 
Branch in conducting his annual audit given the extensive 
audit work conducted by the Branch in the area under 
review. This reflects positively on the Ministry’ s recognition 
of the internal audit function as a significant resource to 
senior management. Through the Audit Committee, chaired 
by the Deputy Minister, audit priorities are identified so 
that Ministry senior management has an ongoing 
assessment of areas of strength and weakness in order that 
corrective action can be taken in a timely fashion. The Audit 
Committee, through the Operational Evaluation and Audit 
Branch, also monitors follow-up action in response to 
specific recommendations. 


‘Within this context, the various internal audit reports from 
which the specific findings have been drawn have all been 
considered by senior management and initiatives have been 
taken within the Ministry to address these issues . . .”’ 


Child Welfare Services 


‘The Ministry, within the context of the services approach 
to funding and the introduction of reporting requirements, 
has applied considerable effort to the development of 
appropriate management indicators. Significant progress 
has been made with respect to defining services to be 
delivered and in obtaining consistent indicators on agency 
operations. However, the assessment of ‘quality of service’ 
and ‘effectiveness of program delivery’ within social 
services requires substantial subjective judgment. Thus, 
while the Ministry is committed to continuing to work with 
the agencies in this area, the difficulty of determining valid 
and measurable indicators cannot be underestimated. 


As noted (in) the comments on the Central Region Audit, 
the Ministry is specifically examining approaches to 
ensuring that agencies have adequately addressed these 
requirements (case recording and file documentation ) in the 
context of a review of the role of program supervisors to 
advise, supervise and inspect.’’ 
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Children’s and Youth Institutions 


“It is important to recognize that this finding (#1) refers to 
the existence of policies and procedures within the 
individual agencies governing their internal operations. As 
noted in the report, the findings have been discussed with 
the individual agencies and follow-up action will be 
monitored. 


“This issue (#2) is being addressed through the 
introduction of the Annual Program Expenditure Report — 
see comments Central Region Audit.’’ 


Community Mental Health Facilities 


“Given the nature of the findings, it should be made clear 
that the audit of the particular agency in question was 
specifically requested based upon concerns identified by the 
Area Office. The Ministry’ s action in response to the audit 
findings has been noted in the Provincial Auditor’ s 
report.’’ 


Central Region Audit 


‘(The conclusion and first two findings) are related to the 
general issue of developing a clear understanding with 
agencies and Ministry staff of the Ministry’ s expectations in 
the areas of financial and administrative control. This issue 
is being considered at a macro level in the context of a 
Ministry review of the nature of the accountability 
relationship between the Ministry and our funded agencies. 
In particular, the roles and responsibilities of agency 
Boards are being examined. The results of this review will 
provide the framework for future discussion with the 
agencies. 


‘At a more specific level, the Ministry has extended the 
services funding approach to Children’s Mental Health 
Centres and Children’s and Youth Institutions since the 
audit work was done and is in the process of extending this 
approach to all children’s services programs. The services 
funding approach provides for the establishment of 
mutually agreed upon service and financial targets with the 
agencies, as well as establishing in-year financial reporting 
requirements to facilitate Ministry monitoring. 


“The Ministry has also undertaken two reviews to clarify 
Ministry expectations of the role of our program 


st 
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supervisors. The first deals with the monitoring, 
supervision and inspection of agency service delivery and 
the second deals with their role regarding budget 
negotiation and financial administration of funded agency 
programs. The question of case monitoring identified in the 
CAS operational reviews is specifically addressed in the 


first study in terms of establishing approaches to monitoring 


of agencies. It is expected that the results of these two 
reviews will serve to significantly clarify Ministry 
requirements and the recommendations coming forward 
will be a high priority with Ministry management. 


“(The issue of information from financial statements not 
meeting Ministry requirements) is related to the similar 


finding in the Children’s and Youth Institutions audit. The 


Ministry has recognized that an agency's audited financial 
statement is essentially prepared for the purposes of the 
Board of the agency and as a consequence are not well 
suited to the purposes of providing assurance with respect 
to the reconciliation with Provincial accounts. Therefore, 
while the Ministry will continue to require audited financial 
statements as an indicator of agency financial viability, we 
are introducing for 1984/85 the requirement that private 
non-profit agencies also complete and have certified by 
their auditors an Annual Program Expenditure Report 
which will facilitate reconciliation with Provincial accounts 
and assurance of the accuracy of the Ministry subsidies. 


“It should be noted that the reviews to which the (final) 
finding applies are over and above the normal monitoring 
of an agency's operations which take place as part of 
budget negotiations and ongoing interaction between the 
program supervisors and the agencies. As discussed above, 
the Ministry is applying particular attention to clarifying 
and strengthening the management of the service delivery 
system. Our interest lies in ensuring that the mechanisms 
are in place to identify problems on a timely basis so that 
action can be taken as required. With this in mind, the 
Ministry's objective is to work with agencies so that those 
requiring more intensive review and direct Ministry 
involvement remain the exception.’’ 
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3.8 Review of Computer Controls, Ministry of Community and 

Social Services 


During an audit of the Ministry’s electronic data processing (EDP) 
activities and associated controls, we assessed the adequacy of: 


(a) EDP policies, planning, standards and procedures, and 
(b) controls over the provision and use of EDP resources. 
Our conclusions were as follows: 


(a) Management controls over the policy and planning functions 
were good. However, several standards and procedures had not 
been established and documented. 


*There was no written contingency plan covering internal 
Ministry actions in the event of a disaster or a degraded 
processing situation. 


* Access to production programs and documentation for change 
control procedures were in need of improvement. 


¢Policies for security and privacy of data had not been 
developed. 


(b) Reasonable controls were exercised over the use and cost of 
EDP facilities. However, 


¢ Substantial savings could be effected by reducing data storage 
costs; 


° The employment of consultants caused concerns related to the 
Ministry’s dependence thereon and the associated higher 
costs. 


DETAILED FINDINGS AND RECOMMENDATIONS 
Overview 


The Management Information Systems Branch (MISB) was formed 
When the Systems Management and Co-ordination Branch and _ the 
Management Service Unit merged in 1981-82. It also underwent a recent 
reorganization (April 1983) to reflect the decentralized operation of the 
Ministry. 


The mandate of the MISB is ‘‘to assist the Ministry in achieving Its 
corporate objectives through the management of its information 
resources’’. In carrying out this mandate, MISB provides computerized 
information systems, offers consultation and technical support, conducts 
feasibility studies, maintains operational systems and provides information 
to all levels of management to support decision making. 
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EDP Policies, Planning, Standards and Procedures 


Policy and Planning Functions 


A Management Information Systems Committee chaired by the 
Assistant Deputy Minister, Finance and Administration Division and 
consisting of senior ministerial staff was in existence. This Committee met 
on a regularly scheduled basis to discuss strategy, policy, planning and 
progress of EDP activities within the Ministry. Formal minutes were kept 
and decisions and actions taken were recorded. 


A ‘‘Strategic Plan’? for the Ministry was in the process of 
preparation and scheduled to be finalized in October 1983. 


In our opinion management controls over the policy and planning functions 
were good. 


Contingency Planning 


The Ministry had produced an excellent ‘‘Catalogue of EDP 
Systems’’ dated April 30, 1982 wherein all EDP systems were, amongst 
other attributes, assessed on levels of exposure to risk and impact of failure 
or delay of running the system. In our opinion, should a disaster occur at the 
main processing site the Ministry was well prepared to advise on those systems where 
continued processing was critical. 


There was no written contingency plan which would be implemented in the 
event of a disaster or degraded processing situation. In addition to identifying 
critical applications it is necessary to plan for alternative processing 


facilities and clearly outline the duties and responsibilities of various 
personnel. 


The Ministry had identified the Leaside Computing Centre as their 
alternative processing site. However, the impact of the move of this site to 
Kingston, Ontario had not been evaluated. We were advised that 


discussions were currently underway with the Ministry of Government 
Services and others to resolve this issue. 


We recommended that, regardless of the outcome of discussions 
concerning the alternative site, the Ministry: 


ee a contingency plan covering internal Ministry actions, 
an 


‘continually monitor and amend the plan in the light of changing 
systems and technology. 
Change Control Procedures 


nee Application system maintenance activities were carried out by 
staff at two locations. We were unable to find any documented change 
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control procedures at either location. In addition, there was no central librarian 
function. Production versions of programs were accessed, changed and returned to 
production libraries by MISB staff. 


We were advised that as part of the reorganization of MISB a 
central library and maintenance function would be established. Also MISB 
was in the process of consolidating maintenance activities. 


We recommended that: 
*programmer’s access to production programs be restricted: and 
echange control procedures be documented. 

Security and Privacy Policies 


At the time of the audit, the Ministry was in the process of 
implementing additional security to protect its EDP resources but there were 
no policies regarding security or the privacy of information for the Ministry. Data 
_ administration issues, particularly the right of access to specific information and the 
ownership of data, were not addressed. 


Since data is a corporate asset which many people may use, it is 
vital that the ownership of the data is clearly defined, requests to access 
data are evaluated, and directives regarding the final disposition of the 
information (e.g. printouts) are given. 


We recommended that the Ministry: 


establish policies which address the privacy and security issues: 
and 


einstitute a data administration function. 


On December 19, 1983, the Deputy Minister replied as follows: 


‘As regards your comment that standards and procedures 
need to be established or formalized and documented, our 
Management Information Systems Branch has recognized 
this need for some time and in order to reduce our 
vulnerability in this area has adopted a_ strategy to 
concentrate first on the development of detailed design 
standards for the two major systems being developed, 
namely, CIMS and MOPS. Documentation of these 
standards is now being completed. 


‘From these detailed standards, the Branch will distill the 
minimum standards required for all new systems to be 
developed. These minimum standards will form part of a 
branch standards manual which has been given high 
priority in the Branch. Adherence to the standards will be 
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part of the quality assurance process which has already 
been established.” 
Provision and Use of EDP Resources 
Data Storage Costs | 
The Ministry used the Queen’s Park Computer Centre facilities for 
EDP and paid $2.4 million during the 1983 fiscal year and $.7 million. 
during the first quarter of the 1984 fiscal year. Our examination of the 


| 
computer charge details included job resource, time-sharing option, online — 
disk, magnetic tape and miscellaneous charges incurred by the Ministry. 


| 


We observed that the Ministry obtained discounts of approximately | 
$ 9 million. This was due to the processing of data under a lower priority | 
(i.e. overnight class) and volume discounts. : 


In our opinion, reasonable controls were exercised over the use and cost of | 
computer facilities. However, it was our opinion that further cost savings in the use. 
of online data storage could be achieved. | 
| 

We found hundreds of data sets which were unused for many 
months stored on expensive disk or mass storage devices rather than on less ; 
expensive magnetic tapes. We also noted that a number of empty or small 
data sets occupied unnecessarily large disk space. According to our estimates’ 
the proper maintenance of the disk data sets alone, would easily save over $100,000) 
per year. | 

The monitoring of computer usage and associated charges requires | 
review of the invoice by the user managers and the technical support 
section of MISB. However, not all user managers received the computer | 
charge details which substantiated the invoice received from MISB. | 


We recommended that MISB: 
ereview the disk data set storage practices with a view to reducing | 
costs; and, 


provide detailed computer charge reports to all user manager areas: 
so that they may verify the charges. 
Acquisition of Resources 
(a) Dependence on External Consultants 
a During the 1983 fiscal year the Ministry spent approximately $2.4) 
million on salaries and benefits for MISB personnel and $3.0 million for 
systems development and management consulting services for EDP 
activities. : 


At the end of August 1983, MISB employed 27 ministry staff in the system’ 
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development and maintenance areas. In addition, the Branch employed 58 
consultants at a much higher level of compensation. 


The majority of these consultants were employed on one project. 
Of 52 people working on the project, 47 were consultants. We felt that 
such extensive use of consultants could result in serious repercussions to 
the Ministry. The newly developed system resulting from the project uses 
the latest technology, and will be turned over to the system maintenance 
group for any future changes or enhancements. It would therefore be a 
prudent practice to have sufficient permanent staff participate in the 
development activity so that they may gain the knowledge necessary to 
assist in future maintenance tasks. 


Morale of existing staff may suffer as they see exciting new 
developments being apportioned to consultants. Our interviews with the 
staff noted some concerns in this regard. Also, development costs tend to be 
higher for work done by consultants and the knowledge gained is lost to the Ministry 
when these consultants depart. 


While there may be mitigating circumstances which justify 
employing consultants on any particular project, we felt that the numbers 
should be kept to a minimum. 


We therefore recommended that the Ministry: 


ereduce its reliance on consultants in order to expose staff members 
to new technology, improve morale and reduce costs; and 


ereview the current allocation of consultants engaged in system 
development activities. 


(b) Purchase and Management of Professional Services 


Our review of the approval and preparation of requests for 
proposals, bidding, and evaluation processes indicated that adequate 
controls were in place to ensure that consulting contracts were properly 
tendered. However, we noted two issues which were brought to the 
attention of management. 


A consultant had ‘‘been associated with the Ministry on a nearly continuous 
basis since 1975’’. His current rate was $400 per 7 1/4 hour day with any overtime 
charged at the same rate. Evaluations done before the contracts were 
awarded, indicated that this particular consultant was rated higher than 
others because of experience gained at the Ministry as a consultant. 

In our opinion, if there was sufficient work to warrant the hiring of 
a consultant on a nearly continuous basis for many years, substantial cost 
Savings could have been realized by filling a classified position. In 
addition, Section 50.5 of the Ontario Manual of Administration states, 
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“tg ensure that a supplier is not placed ina position . . . where he/she 
might enjoy an unfair competitive advantage, the ministry shales... DOE 
permit a supplier to gain a monopoly for a particular kind of work, e.g., 
retaining expertise or know-how, developed at Government expense, so as 
to become the sole source of such services in the future...” 


The Operational Evaluation and Audit Branch in their April 1982 
‘‘Use of Consultants By the Ministry’’ report, commented on the practice of 
issuing back-to-back contracts to consultants. We observed that this practice was 
being continued. Some of these consultants were hired as project 
coordinators or project managers. We felt that if these key positions were 
filled by Ministry staff, positive overall benefits would accrue to the 
Ministry. 


We recommended that whenever possible key project positions be 
assumed by Ministry staff and that the issue of back-to-back contracts be 
reviewed. 


Deputy Minister’s reply: 
Data Storage Costs 


‘You noted that substantial savings could be effected by 
reducing data storage cost. The MIS Branch has started a 
dataset clean-up exercise which is now in its final stages. 
This has significantly reduced the charges for dataset 
storage. In addition, procedures are in place to ensure 
continuous monitoring of dataset storage charges.’’ 


Acquisition of Resources 


“I agree with your finding that the use of systems 
consultants is high with respect to Ministry staff. As you are 
aware, this has been a situation common to most Ministries 
which has led to Management Board reviewing the need for 
additional systems staff across the Government. 
Nevertheless, I should point out that the Ministry’s 
dependence on consultants has been greatly reduced over 
the past year or so. In fact, all projects initiated during the 
past year are managed by Ministry staff, with consultants 
being hired to provide additional expertise as needed. 


The vast majority of consultants are assigned to the CIMS 
project. This project was separately funded by Management 
Board on the understanding that only six staff be hired 
to support its development. The remaining manpower 
requirements were to be filled on a fee for service basis. The 
rationale for this was that due to the unique size and nature 
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of the project, the majority of resources required during 
development will not be needed by the Branch on an 
ongoing basis, when different skills more appropriate to the 
maintenance phase will be required. 


“The Ministry has submitted a request to Management 
Board for additional systems staff and we expect a positive 
response to be provided. This will further reduce our 
dependency on consultants and enable us to place staff in 
all key areas, thus improving the effectiveness of the overall 
systems development process.”’ 


3.9 Improvements Required re EDP Operations, Ministry of 
Consumer and Commercial Relations. 


During the year, we completed a review dealing with the adequacy 
and compliance of the electronic data processing (EDP) activities of the 
Ministry. Our objectives included the assessment of: 


e¢EDP standards and procedures relating to the use of Resource 
Access Control Facility (RACF) and controls over magnetic tape 
files; and 


¢Controls relating to the development of a complex data processing 
system (POLARIS). 


Our conclusions and findings were as follows: 


Ministry EDP Standards and Procedures 
In the areas we examined, Ministry EDP standards were inadequate. 


*RACF protection over unauthorized dataset access needed to be 
strengthened. 


¢The accountability for tapes removed from the data centres should 
be more strictly controlled. 


Management Controls Over POLARIS Development 


There were sound management controls in place to monitor the Province of 
Ontario Land Registration and Information System (POLARIS) development 
activities and compliance with these management controls was generally good. 
Nevertheless, we noted weaknesses in the following areas: 


*The system conversion tasks at Land Registration Offices needed 
to be addressed if implementation of the system was to proceed as 
planned. 


a2 AUDITOR’S REPORT FOR 1984 
Sar nnn 
eDocumentation of the Finance Branch accounting control 

requirements within the system was required. 


DETAILED FINDINGS AND RECOMMENDATIONS 
Overview 


The Ministry managed eight programs with total expenditures of 
$146.4 million for the 1984 fiscal year. Approximately $3.2 million of the 
Ministry’s expenditure was for EDP services provided by the Ministry of 
Government Services. Data processing by outside service bureaus was 
minimal and where these services were used expenditures were 
incorporated into budgeted program costs. 


The Systems Services Group, part of the Finance and Systems 
Branch of the Support Services Division, supports Ministry management in 
carrying out their service functions and administrative responsibilities by 
providing advice, service and support on all matters respecting systems and 
EDP. This unit’s 13 classified positions (March 31, 1983) have recently 
been increased to 24. 


EDP Standards and Procedures 
RACE Protection 


In order to assess the extent that the Resource Access Control 
Facility (RACF) was implemented in the Ministry, we reviewed the 
protection over the Ministry’s datasets stored at the Queen’s Park 
Computer Centre (QPCC) and the Downsview Computer Centre (DCC). 
Approximately ninety per cent of the datasets examined were not protected 
against unauthorized access. Except for the datasets owned by the POLARIS 
project, security over the Ministry’s stored information was inadequate. 


At QPCC only 12 of the 92 datasets tested were effectively 
protected. At DCC we found that 19 of the 81 datasets tested had RACF 
descriptions but 12 of these descriptions gave the specified group control 
over the data and the ‘‘authority’’ to allow other groups access to the data. 
Therefore only 7 datasets at DCC were effectively protected. 


We interviewed thirteen Ministry personnel who were assigned the 
responsibility for RACF protection in their Organizational unit. We found 
there were substantially different interpretations of their roles and 
responsibilities regarding RACF even though this facility had been 
available to the Ministry for almost three years. Some of the users were 
under the impression that the Systems Services Group had already 
protected most of their data or that the data was automatically protected 


When RACF was implemented at the data centres, while others knew it was 
their own responsibility. 


We noted that the Ministry had drafted a comprehensive RACF 
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Implementation Plan. The plan addressed various key issues including 
guidelines for deciding the sensitivity of data, defining user responsibilities 
and instituting a post-implementation review of the RACF protection at the 
Ministry. 


Magnetic Tape File Controls 


Our review of the controls over magnetic tape files revealed that a 
number of tapes checked out of the computer centres were not returned on 
a timely basis. We investigated the disposition of thirteen tapes which had not been 
returned to the data centre even though three to fourteen months had passed since 
the tape expiry date. The Ministry was able to account for ten of the tapes but three 
were identified as lost. 


We recommended that the Ministry review their computer tape 
handling procedures and ensure that tapes checked out of the computer 
centres were returned within a reasonable length of time. 


On August 28, 1984, the Deputy Minister replied as follows: 
RACF Protection 


“While the findings in this section are valid, we feel 
obligated to reiterate that the Ministry received minimal 
technical and training support from the Ministry of 
Government Services when RACF was first selected, 
several years ago, as the security software for the Ontario 
Government. Literature and outside courses necessary for 
the proper implementation of this software are, to this day, 
practically non-existent. In effect, our Systems Group 
recently had to conduct research on this topic prior to the 
preparation of our implementation plan. Nonetheless, we 
agree with your recommendation, and our detailed RACF 
implementation plan is now underway. We anticipate the 
successful implementation for the entire Ministry will be 
finalized by March 31, 1985, and periodic checks will be 
performed on its effectiveness.”’ 


Magnetic Tape File Controls 


“We agree with your recommendation, and have taken 
steps to improve controls over computer tape handling 
procedures. It should be noted, however, that there was no 
loss of data because the missing tapes were not used for 
production jobs.’’ 


System Development Project Controls —POLARIS 
Background 


The Province of Ontario operates two land registration systems 
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(Registry and Land Titles) in 65 Land Registration Offices throughout the 
Province. Major users of these systems are the legal and survey professions 
as well as organizations requiring access to large volumes of land 
registration information. 


In 1971 the Ontario Law Reform Commission’s report on land 
registration noted that comprehensive reform was urgently needed and 
recommended major improvements. In 1972 the Ministry created the Land 
Registration Management Committee to develop a position regarding these 
recommendations. By 1979 the Committee published its report which was 
approved by Cabinet. The report provided for the establishment of a 
discrete branch under the jurisdiction of the Provincial Property Registrar 
and included design concepts, financial planning and implementation 
strategies. 


Management estimated that the project would require a 15 year 
time span for completion, a $26 million budget and a commitment of over 
400 man years of effort. Further analyses showed that the systems aspect 
alone would require expenditure in excess of $16 million or two-thirds of 
the project budget. 


A Long Range Plan was developed, reviewed and approved by the 
Deputy Minister and Project Management Committze. Inherent in this plan 
was the funding strategy for the project which provided base funding of 
$500,000 (1977 dollars) for each of the first four years plus the 
accumulated savings from improvements. After the fourth year (1984-85) 
the project was expected to be entirely self-funding based on the 
reinvestment of productivity savings and cost avoidance in related areas. 


Our audit was carried out during the period December 1983 to 
January 1984. We examined plans, charts and records, interviewed 
management and users and performed tests where necessary. In addition, 


a reviewed development activities in. two of the Land Registration 
ffices. 


Land Registration Offices 


| One of the major tasks that must be completed prior to system 
implementation is to reduce the number of records that are required to be 
converted to the automated system at the various Registry Offices. Part of 
this reduction concerns the deletion of those records which have discharged 
mortgages registered against them. This is a labour intensive task and we 
were informed by senior management of the Offices that no formal plans for 
completing this task could be established now, or in the foreseeable future. 


| In the 1984 fiscal year a request for funding of $200,000 was 
Aiacss before Management Board. These funds were to be used to provide 
staff at selected Land Registration Offices to assist in the conversion 
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preparation. Approval of this request had not been received at the 
conclusion of our audit (March 28, 1984). If system implementation is to 
proceed as planned this staffing problem needs to be resolved. 


Review of Financial Controls 


Although we were advised that informal meetings had been held between 
POLARIS project developers and the Ministry Finance Branch personnel, we were 
unable to find any documentation relating to these meetings. 


Sections 55.2.2 of the Ontario Manual of Administration and 102 
and 102.1 of the Manual of the Office of the Treasury vest responsibility 
for the provision of proper accounting controls, in systems with financial 
implications, on the senior financial manager within the Ministry. The 
financial manager has responsibilities throughout the various phases of the 
project development, prior to the installation of the new system, 
including: 


¢during preliminary survey and feasibility study phases; 
¢during the design and systems development phases; and 
¢prior to and during the implementation phase. 


We recommended that the Ministry Finance Branch review and 
document the financial and accounting requirements to be incorporated 
into POLARIS. 


Deputy Minister’s reply: 
Local Offices Implementation 


“The pilot project in Oxford County, Ontario, is in itself 
designed to help us understand the implementation 
requirements at the local offices. In addition, extensive 
efforts are underway to assess the requirements at each of 
the offices, and you are most welcome to review these plans 
at your convenience.”’ 


Review of Financial Controls 


‘“A formal review of the financial and accounting 
requirements of the POLARIS prototype automated system 
in Woodstock, Ontario, has since been undertaken by the 
Finance and Systems Branch.’’ 


3.10 Status of Investigation and Takeover of Trust Companies, 
Ministry of Consumer and Commercial Relations 


In section 3.6 of our 1983 Report, we noted that on January 7, 1983 
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the Ministry took control of three trust companies in the belief that, among 
other things, there existed a practice or state of affairs within these 
companies that was or would have been prejudicial to the public interest or 
to the interest of the companies’ depositors, creditors or shareholders. We 
also noted that the Ministry purchased the services of consultants and legal 
firms for this purpose and that, additionally, the Minister established a 
Steering Committee to oversee all matters pertaining to the takeovers. 


During our current audit we noted that in November 1983, the 
Steering Committee of the Ministry issued a White Paper with proposals 
for revision of the loan and trust corporation legislation and administration 
in Ontario. Pursuant to orders of the House dated December 16, 1983, the 
Standing Committee on Administration of Justice began considering each 
of the White Paper recommendations. The Committee submitted a report in 
May 1984 to the Speaker of the Legislative Assembly. As a result, a new 
loan and trust corporations act is being drafted to incorporate many of the 
recommendations. 


Estimated expenditures relating to the investigation and takeover of 
the trust companies to March 1984 were approved at just over $21 million, 
with actual expenditures amounting to $17.8 million. 


We were advised that the Financial Institutions Division was in the 
process of developing an early warning system to enable troubled loan and 
trust companies to be identified before problems become too far 
advanced. 


3.11 Improvements Needed re Probation and Parole Services, 
Ministry of Correctional Services 


Expenditure for the Probation and Parole Services and the 
Community Resource Centre Services activities of the Community 
Program respectively totalled $29.1 million and $6.7 million for the 1984 
fiscal year. We reviewed these activities to assess: 


compliance with legislation and established policies and 
procedures; and 


*the adequacy of management controls, including procedures to 
ensure due regard for economy, efficiency and effectiveness. 


sad We also reviewed the overall expenditures of the Ministry, totalling 
ae million for the 1984 fiscal year, to assess the adequacy of internal 
controls, including compliance with established policies and procedures. 


Our conclusions and related findings were as follows: 


COMMENTS ON MINISTRY OPERATIONS 


Nn 


Probation and Parole Services Activity 


(i) Compliance with administrative requirements, particularly in 
the supervision of offenders, required improvement. 


¢ Supervision plans were frequently not completed by 
probation and parole officers. 


¢ Violations of probation order conditions were not being 
followed up on a timely basis. 


(ii) Caseload accountability and documentation of offender-officer 
contacts required significant improvement. 


¢Many interviews and contacts with offenders were not 
adequately documented. 


¢ Manual caseload statistics were neither verified for accuracy 
nor reconciled to computerized statistics. 


* Caseload audits were not being conducted consistently from 
region to region. 


Community Resource Centre Services Activity 


(i) Compliance with legislative and administrative requirements 
was generally found to be adequate. 


(ii) Although management controls were generally found to be 
adequate, additional economies could be achieved in several 
areas. 


Cost savings were not being realized on the Ministry’s 
occupancy payments to Community Resource Centres. 


¢ There were no formalized criteria for establishing Centres or 
for ensuring that candidates fully benefitted from their stay. 


*Room and board charges to gainfully employed Centre 
residents had not been increased since 1979. 


Internal controls pertaining to Ministry expenditures, including 
compliance with established policies and procedures, were found to 
be adequate. However, 


¢ There was no assurance that all fixed assets purchased were being 
recorded in the asset control ledger. 


¢ Medical consultants were being engaged without due regard to the 
selection procedures set out in the Ontario Manual of 
Administration. 
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DETAILED FINDINGS AND RECOMMENDATIONS 
PROBATION AND PAROLE SERVICES ACTIVITY 


Overview 
The Probation and Parole Services activity is the largest activity 
under the Community Program. The primary objectives of the service are 


the effective integration of sentenced adult offenders into the community 
and assistance to the courts and the Ontario Board of Parole. 


These objectives are carried out by about 100 probation and parole 
offices with a total of approximately 400 officers who are responsible for 
an average daily caseload across the Province of over 35,000 probationers 
and 1,200 parolees. 


Expenditures of the activity for the 1984 fiscal year were $29.1 
million, with the salaries and wages portion accounting for $18.8 million. 


Compliance 
a) Supervision Plans 


Probation and parole procedures require that supervision plans be 
developed for all offenders. An appropriate supervision plan should 
include provisions for monitoring probation and parole conditions as well 
as the establishment of a minimum reporting schedule for the offender. 


Our review of field offices spanning four regions and approximately 90 
cases revealed that in two-thirds of the cases reviewed the supervision plan was 
either not documented on file or was found to be inadequate. 


We recommended closer monitoring in the area of supervision 
plans. 


b) Reporting Violations on Probation Orders 


A probation order once determined by a court judge normally sets 
out conditions or requirements for the offender to meet while on 
probation. These conditions may include finding suitable employment, 
refraining from alcohol and usually include a reporting requirement that a 
probationer report to an officer on a regular basis. 


In our review of 85 cases in six offices we noted 9 instances where 
violations of the reporting condition as set out in the probation order were either 
not acted on by the responsible officer or action was taken by the officer a 
significant time after the violation occurred. For example, a probationer 
reporting monthly failed to report on August 16, 1983. We noted at the 


time of the audit (December 1983) that no action had been taken by the 
probation officer. 


We recommended that controls be Strengthened to ensure prompt 
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and continuous compliance with the conditions prescribed in probation 
orders. 


Management Controls 
a) Weaknesses in Case Supervision © 
Client Interviews 


Probation and parole officers normally record planned contacts 
and interviews with offenders in appointment or interview log books. 
Once the interview takes place, the officer then documents the results in 
the offender’s file. Results derived from five field offices reviewed revealed: 


—A number of interviews recorded in log books, results of which were not 
subsequently recorded in the offender’s file. While we acknowledged 
that some interviews may have been rescheduled, our concern 
was with the number of cases where results were not 
documented in the offender’s file. 


—Cases of inconsistent documentation between the appointment 
book and the offender’s file. For example, while an 
appointment book may denote that the client reported to the 
officer, the offender’s file recorded that the individual failed to 
report. 


Client Files 


Information contained on offender files in the seven field offices visited was 
found to be incomplete. For instance: 


—While the probation period for one offender reporting monthly 
ran until August 1984, the last case entry on file was dated 
November 3, 1982. 


—There were gaps in case notes on file of up to 21 months. 


—Documentation of meetings with offenders in a number of cases 
consisted of simply ‘‘reported’’, “‘no problems’’. 


Client interviews and subsequent file documentation are 
fundamental to the work of the probation and parole officer, especially 
When it may be used as evidence in court. Consequently, it is vital for 
Management to ensure more complete and accurate case supervision. 


Management advised us that a proposed set of provincial 
Standards for case reporting and levels of supervision, in the process of 
preparation, was expected to be finalized in June 1984. 


b) Inaccuracies in Caseload Statistics 


Manual case load statistics prepared by individual officers form 
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the basis of compiling workload activity for the Probation and Parole 
Branch for Management by Results reporting. These Statistics are 
accepted as being more reliable than computerized case load statistics 
being maintained by the Branch centrally. No serious attempts have been 
made to reconcile manual and computerized statistics or to define and resolve 
problems preventing such reconciliations being carried out on a regular basis. 


We selected a sample of ten officers’ reported statistics for a 
month from four field offices and tested the accuracy of their numbers. 
Our results revealed: 


__Five officers out of ten had a significant difference between 
active cases reported by them and cases actually under their 
care. One officer had in actual fact 28 per cent less cases than 
those reported by him. 


__A further test in one office revealed that the actual caseload was 
29 per cent less than that reported. 


As a result of the above, the Probation and Parole Branch may not be 
certain of the accuracy of its total caseload unless an independent check of field - 
offices is made by the regional offices periodically. Accurate caseload statistics are 
essential in providing assurance to management that the correct planning and 
budgeting decisions are made for the Branch. 


In response to the above concerns raised by us during the course 
of the audit, management has planned the testing of a new system on 
caseload accountability in several area offices. 


c) Caseload Audits 


Caseload audits are performed annually by area managers as a 
means of monitoring the performance of probation and parole officers. 
Normally, only a sample of files is selected for audit by the manager. 


We reviewed audits performed by six area managers and noted that 
generally an individually prepared itemized checklist is used. We were of the 
opinion that the use of a standard checklist or audit program by all offices would 
ensure a more complete and comprehensive review. 


hg In this respect, we understood that progress was being made by a. 
Ministry sub-committee in developing a standard content and format for 
conducting caseload audits, and that a draft set of criteria and 
recommendations on the subject has been issued. We also understood that 


the Committee S views were with the regional administrators for review 
and feedback. 


d) Allocation of Probation and Parole Officers 


ue We reported in a 1981 audit report that a systematic method of | 
allocating officers could provide a more efficient utilization of officers © 
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and help even out the caseload. We were advised that a Ministry 
committee was still working on this issue. 


COMMUNITY RESOURCE CENTRE SERVICES ACTIVITY 
Overview — 7 


Community Resource Centres (CRC’s) are operated for the 
Ministry on a contract basis by private agencies and provide a community 
residential setting for offenders completing an institutional sentence. 
selected offenders on probation and parole, and persons on remand. At 
the time of our audit, there were 32 centres operating in the province. In 
addition, there were contracts for ad hoc use of 27 community agencies 
and halfway houses. 


Expenditures for the 1984 fiscal year were $6.7 million. 
Management Controls 
a) Occupancy Rates 


Community Resource Centres receive a fixed rate from the 
Ministry for housing a variable number of residents up to base capacity. 
In addition a centre can receive $105/week for each person in excess of 
this base capacity during the week. This calculation is based on the total 
number of residents registered during the week regardless of when they were 
admitted or discharged during that week. For example, if one resident was 
discharged on a Tuesday and another registered on Thursday, then both 
individuals would be eligible for a charge back to the Ministry as a full 
week’s Stay. 


Payments in addition to minimum or base rate for all CRC’s in 
1984 exceeded $400,000. We felt some savings could be achieved by the 
Ministry if a per diem basis of calculation was used to charge the Ministry only for 
days the resident actually spent at the community resource centre. 


We acknowledged that the Ministry was making payments in 
accordance with the terms of agreements currently in force. However, we 
Suggested that in future negotiations between the Ministry and CRC’s, 
discussions also include a proposed change in the current method of 
calculating occupancy costs to ensure that payments to centres are made 
only for services received by the Ministry. 


In this regard, we were advised that serious consideration was 
being given by the Ministry to changing the current method of calculating 
occupancy costs. 


b) Underutilization of CRC’s 


A review of CRC utilization revealed that some centres have been 
underutilized from time to time, with one centre having been consistently 
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underutilized (approximately 50 per cent) over the last five years. Two 
other centres were closed down in 1979 and 1980 respectively because of 
their low level of utilization. 


A recent study completed by the Ministry on CRC’s indicated that only 7 
per cent of all residents at centres stayed more than three months while one-half 
stayed less than one month in a CRC. CRC Directors and institutional staff were of 
the opinion that 3 to 6 months would be the ideal period for an individual to fully 
benefit from his stay at a CRC. 


At the time of our audit, an informal selection process existed for 
establishing CRC’s while the Temporary Absence Program (TAP) provided 
appropriate candidates for residency at these centres. TAP allows individuals 
the opportunity to work in the community while completing the terms of 
their sentence. 


We felt that the development of formalized criteria such as 
availability of rehabilitation programs, proximity of the CRC to an 
institution and employment opportunities in the area would improve the 
overall utilization of these centres. Additionally, in selecting candidates 
for residency, greater consideration being given to an inmate’s length of 
stay should result in more effective use of CRC’s. 


c) Room and Board Charges 


Room and board charges to CRC residents gainfully employed have not 
changed from the $6 per day rate since 1979. Room and board revenue helps 
defray the costs of operating these centres. Receipts from room and board 
for the 1983 fiscal year totalled $410,000. 


We understood that a request was made by CRC officials to senior 
management of the Ministry in May 1982 for the purpose of increasing 
the rate. To date, however, this matter had not been acted upon. 


INTERNAL CONTROLS 
Fixed Assets 


The Asset Control Department of the Ministry maintains a control 
ledger where items in excess of $200 or those of a particularly attractive 
nature, are required to be recorded. As the accounts payable department kept 
no listing of asset purchases which could be reconciled to the asset control ledger, 


there was no method of ensuring that all assets purchased by the Ministry were 
recorded in the asset control list. 


Our testing of 31 purchases revealed that 10 could not be traced to 


a Sea list. One item represented computer equipment valued at 


We recommended that controls be strengthened by the Ministry to 


COMMENTS ON MINISTRY OPERATIONS 63 
i (‘(‘( ee 
ensure that all assets in excess of $200 are being recorded in the asset 
control ledger. 


Medical Consultants 


Medical services are required by the Ministry to ensure 24 hour 
coverage, 7 days a week for inmates at all institutions. These medical 
services include physical examination of inmates entering institutions, 
fitness examinations for transfer between institutions and any internal body 
searches that may be required. In 1983 approximately 100 medical firms or 
professionals were retained by the Ministry. Payments for these services 
amounted to $1.9 million for the 1983 fiscal year. 


Our review revealed that in many cases the Ministry engaged the services of 
medical consultants for a series of short-term (one year) contracts renewed over a 
number of years (up to 10 years) without due regard to the selection procedures set 
out in section 50(4) 14 of the Ontario Manual of Administration (OMA). OMA 
requirements ensure equitable distribution of Ministry assignments among qualified 
suppliers. 


We understood that the Ministry was planning to apply to 
Management Board of Cabinet for an exemption to the selection 
procedures set out in the OMA. 


The following reply was received from the Deputy Minister on July 
3, 1984: 


General 


‘As noted in your report, many of the issues identified are 
under active consideration by the ministry. Wherever 
possible, I expect matters to be finalized by September 1, 
1984, a date which corresponds to the implementation of 
our new organizational structure.’’ 


Probation and Parole 
Supervision Plans 


“This matter will be reflected in the ministry's standards 
for case reporting and recording and also for case audits, 
both of which will be finalized by September 1, 1984. 


Reporting Violations on Probation Orders 


‘Although there is some validity to this recommendation, 
the matter is a very complex one. A simple act or omission 
prohibited by a probation order is not sufficient in itself to 
qualify as a violation which results in a charge under the 
Criminal Code. Local court practices and evidentiary 
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requirements require that probation officers exercise 
discretion in ‘enforcement’ matters, and consequently it is 
not possible to establish an unequivocal policy on 
enforcement of probation orders, nor can we set universal 
policy for court-related matters. In view of the foregoing, 
we believe that in addition to the general guidelines 
established in the Probation and Parole Manual, local 
ministry management must retain the flexibility to develop 
and implement procedures deemed necessary to reflect 
local area needs. Case audits should reveal inadequacies in 
enforcement and corrective action can then be taken.”’ 


Internal Controls — Fixed Assets 


“We are presently examining practical ways and means of 
strengthening our existing controls. We anticipate that 
subject to available funding, a revision to the computerized 
accounts payable system may provide a means of linking the 
payment process with the recording of fixed assets.” 


3.12 Lack of Compliance and Other Matters Related to Economy, 
Ministry of the Environment 


We completed an audit of the Water Resources, Waste 
Management and Air Resources Branches of the Ministry’s Environmental 


Planning Division. Expenditures of the Division for the 1984 fiscal yeat 
were $40.7 million. 


An objective of the audit was an assessment of whether the 


operations of the branches were undertaken with due regard for economy. 


We concluded that the branches, for the most part, were operating with due 
regard for economy; however, certain areas required improvement. 


°A decision not to tender for the operation of the Experimental 


Resource Recovery Plant was, in our view, in contravention of the 
Manual of Administration. 


*Savings could be realized in improved utilization of Ministry 
vehicles. 


*A properly conducted and documented feasibility study was not 
made before eight microcomputers were acquired. 


DETAILED FINDINGS AND RECOMMENDATIONS 
Overview 
The Environmental Planning Division is comprised of six operatiny 


branches. One of the major activities of the Division is to conduct scientifi 
| 


; 
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and technical research, assessment and pollution control programs 
concerning the use of water, land and air resources. The Air Resources. 
Waste Management and Water Resources Branches are similar. in 
organizational structure and are primarily responsible for Carrying out this 
function. 


Water Resources Branch 


The Water Resources Branch is responsible for the collection and 

analysis of water quality data for the Great Lakes, selected inland lakes and 
waterways, and water supply and sewage treatment systems. Accurate, 
reliable data on the actual condition of the Province’s water resources is 
necessary to enable the branch to develop proposals for control programs 
and legislation to protect and enhance surface and sub-surface waters. The 
branch also provides technical expertise to the regional offices and to 
internal and external groups and individuals. 


| For the 1984 fiscal year, expenditures were $9.1 million with $5.5 
‘million of this being for salary and related benefits for the branch’s 150 
employees. 


~Waste Management Branch 


The role of the Waste Management Branch is to develop plans and 
programs to manage the generation, collection, treatment and disposal of 
‘domestic and industrial wastes and to monitor the results achieved by such 
‘plans and programs. 


| For the 1984 fiscal year, expenditures were $8.1 million of which 


$3.9 million was for the operation of the Experimental Resource Recovery 
Plant. 


Air Resources Branch 
j 


The Air Resources Branch is responsible for maintaining Ontario’s 
air quality monitoring network, measuring air quality in potential problem 
areas, performing special studies related to acid rain, new contaminants 
and the effect of pollutants on soil and vegetation. The branch also 
provides technical expertise to the regional offices and to external groups 
and individuals. 


For the 1984 fiscal year, expenditures were $7.2 million of which 
$4.3 million was for salaries and related benefits for the branch’s 120 
employees. 
Lack of Competitive Bidding 

The Ministry constructed an Experimental Resource Recovery 
Plant in 1975/76. The purpose of this plant was to provide “hands on 
Operating experience including capital and operating cost Information fot 
Tesource recovery facility. Waste which cannot be reused is compacted anc 


| 


66 AUDITOR’S REPORT FOR 1984 | 
eC: 2. “aa | 
trucked to landfill sites. The plant and associated trucking operation is 
operated and managed by a private waste disposal contractor who is 
reimbursed for all costs incurred plus a management fee for the technical | 
expertise being provided. : 


The same company has retained this engagement since the start-up of the 
plant. Payments to this firm for the seven years that the plant has been in’ 
operation were as follows: 
Year $ 
1,654,000 
2,233,000 
2,766,000 
2,610,000 
3,047,000 
3,701,000 
3,928,000 
19,939,000 


6 
i) 
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The original five year contract for the operation of the plant expired, 
on March 31, 1982 at which time the Ministry signed a new five year, 
contract with the same firm. We noted that, although the original contract was) 
tendered, the new contract was signed without obtaining competitive bids from other 
possible suppliers. The ministry contended that no specific policies in the) 
Manual of Administration applied to a contract of this type and, 
accordingly, there was no formal tendering requirement. | 


We believed, however, that section 50.4 dealing with technical 
consulting services was applicable to this contract. This section defines’ 
technical consulting services as those requiring ‘‘essential technical skills’ 
provided on a fee basis’’. One of the primary reasons this particulari 
contractor was engaged and received a monthly management fee was to, 
provide technical expertise in the solid waste processing and energy from, 


waste fields, areas in which the contractor had acknowledged technical) 
expertise. | 


We noted that a number of other reasons were given for signing a 
new contract with the original operator without giving other possible 
suppliers the opportunity to bid on the contract. These included: | 


(a) The Ministry believed there would be a lack of response from 


companies capable of providing the services required given the: 
current firm’s on site experience. | 
Subsequent to the awarding of the contract, two other large waste disposal 


companies contacted the Ministry and complained that they had not been given the 
opportunity to bid on the contract. | 


{ 
| 


. ° | 
(b) The Ministry would reap the benefits of the current operator’s 
experience. | 
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This reasoning was contrary to subsection 50.4.10 of the Ontario 
~ Manual of Administration, which states that ministries shall ‘‘not permit a 
supplier to gain a monopoly for a particular kind of work by retaining 
expertise or know-how developed at Government expense and thus become 
the sole source of such services in the future.”’ 


(c) The present operator would have a major cost advantage over 
other companies because he could rehabilitate many of the 
existing vehicles while other companies would need to 
purchase new vehicles with the related savings being reflected 
in reduced charges for the operation of the trucks. 


However, we noted that of the original 23 vehicles, 10 vehicles did, in fact, 
have to be replaced and that the monthly capital cost per vehicle (both new and 
refurbished) charged to the Ministry increased from $1,385 to $2,195 per month, for 
each of the 23 vehicles. 


Furthermore, we found no evidence that the Ministry had performed an 
analysis to ensure that the increase was justified. Particularly in light of the fact 
that the contract was not tendered, it was our opinion that an in-depth 
review of the costs supporting such an increase was warranted. 


Utilization of Ministry Automobiles 


We noted that control procedures required improvement to ensure that 
Ministry vehicles were used in the most economic manner in the Water Resources 
and Air Resources Branches. 


During our review of the Water Resources Branch, we found that an 
employee of one section travelled 37,924 kilometres using his own automobile from 
April 1982 to December 1983 and was paid $7,099 in mileage allowances. Yet during 
the same period one of the Ministry automobiles used by that section logged only 
7,632 kilometres. 


We recommended that this branch strengthen procedures over the 
utilization of Ministry vehicles to ensure those individuals doing the most 
travelling use Ministry vehicles. 


Also, we noted that this branch had 6 leased vehicles (as well as 26 
Owned outright), but accumulated mileage for leased vehicles was not 
recorded, thereby making it difficult for the branch to periodically assess 
the need for these vehicles. Accordingly, we further recommended that a 
review be done to justify the cost effectiveness of the present number of 
leased vehicles. 


The Air Resources Branch had approximately 36 vehicles, 8 of 
which were passenger vehicles available in the vicinity of the Toronto 
office. 


We noted numerous instances where branch staff were using their own 
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personal vehicles and charging mileage for trips originating from and returning to 
the office when the Ministry vehicles were not being used that day. There was no 
formal policy in place with respect to this although we were advised that 
employees were expected to use Ministry vehicles when available. 


While monthly logs of kilometres driven were kept for all vehicles, 
we found little evidence that total kilometres driven by the vehicles on an 


annual basis was periodically assessed to determine whether all vehicles | 


| 
4 
Zz 
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retained were actually required based on their utilization. For instance, we _ 


computed the utilization rate for the eight passenger vehicles at the Toronto office | 
for the three month period from September to November 1983 and found that the | 


vehicles were being used only 34 per cent of their available time. 


We recommended that the Air Resources Branch introduce and 


enforce a formal policy to ensure that Ministry vehicles are used whenever | 


possible and secondly, that the present number of branch vehicles be 
reviewed to ensure that their retention is justified based on the usage made 
of these vehicles. 


Lack of Feasibility Study 


In 1983 the Environmental Planning Division acquired eight 
microcomputers at a total cost of approximately $100,000. The purpose of 


the microcomputers was to enable the establishment of an integrated | 
system of activities, records and data throughout the six branches and | 


Assistant Deputy Minister’s office. 


While proposals from various vendors were requested and assessed, we | 


noted that no proper feasibility study was conducted prior to the tendering for the 
equipment. For instance, one of the key requirements in a feasibility study is 
to clearly identify the specific needs of the users. However, the branches 


were not specifically consulted prior to the acquisition of these computers _ 
by the Division. While we acknowledged that the primary user would be | 
the Assistant Deputy Minister’s office, we believed the specific needs and — 


concerns of the branches should also have been taken into consideration. 


Another consideration regarding user input is to obtain information 


on EDP equipment presently in use to ensure appropriate consideration is | 


given to equipment compatibility. The Air Resources Branch, for instance, 
had 17 microcomputers and 3 minicomputers produced by 7 different 


manufacturers. This in itself limited application and database 
compatibility. 


While we did not question that an improved system for the 


compiling and reporting of the status of Divisional activities was needed, 
we believed a properly conducted feasibility study was a necessary first step. 


The following response was received from the Deputy Minister on 
September 10, 1984: 


| 
| 
| 
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Lack of Competitive Bidding 


“The main reasons for not going to competitive tender were 
the lack of specific direction in the Manual relating to 
| contracts of this nature; the apparent cost saving that could 
be received for maintaining a portion of the existing fleet of 
vehicles for this purpose (a new contractor would require 
all new equipment) and the fact that the plant had only 
reached stable operations shortly before expiry of the 
/ contract. 


‘Over 80% of the costs of the 1981-82 contract were direct 
operating costs which are verified in detail on a monthly 
basis by the Ministry, subject to dollar limitations without 

| prior approval and reviewed quarterly with the contractor, 

: and therefore are not subject to significant control of the 

contractor. 


4 
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“An experienced operator was also identified as a critical 
factor in obtaining meaningful operating data and giving 
the data credibility. 


“There was a conscientious, logical approach taken to 
ensure that the best deal was made for the taxpayer. 


“Section 50.4 of the Ontario Manual of Administration 
deals with technical consulting services and does not 
explicitly apply to this specific contract which was for the 
operation and management of the Experimental Resource 
Recovery Plant. It should be noted that while the 
management fee represents 4% of the total contract costs, 
| only a small portion of this fee could possibly be interpreted 
| as ‘technical consulting services’ . 


“The Ministry's interpretation of this Section is that it is 
geared to contracts for design and consultative purposes 
) and not to the daily management and operation of a facility. 
Therefore it is apparent that there was no intent at any time 
to circumvent the Manual. 


“A five-year period was selected because that time frame is 
geared to the life expectancy of the vehicles being used, and 
it was felt that this would result in considerable savings. By 
the time staff were made aware of the requirement for 
Management Board approval, there was insufficient time 
prior to the expiry of the contract remaining to carry oul 
this procedure.’ 


70 AUDITOR’S REPORT FOR 1984 
a 


Utilization of Ministry Automobiles 
‘Agreed. Due to the seasonal and/or periodic nature of the 
workload, Ministry vehicles may be under utilized during 
certain times of the year. It must also be appreciated that 
some vehicles are purchased and equipped for very 
specialized purposes. The Trace Atmospheric Gas Analyzer 
Vehicle is an example. 
“The Division has completed a review of the use of Ministry 
owned or leased vehicles. Each Branch has assigned a staff 
member to co-ordinate vehicle use and maintenance. All 
staff of the Division have been directed to use Ministry 
owned or leased vehicles wherever practical. 
‘‘4 review of Branch vehicle needs and of the mechanical 
fitness of all vehicles is underway, with respect to the 
possible reassignment or disposal of the vehicles. 
‘Reviews of vehicle use in the Division will be conducted 
on a semi-annual basis. 


“The Division is also evaluating options for converting 
appropriate vehicles to alternative fuels as a means of 
demonstrating the Ministry's commitment to the use of these 
fuels.’’ 

Lack of Feasibility Study 


“Agreed in principle. The Division has established a 
Divisional Electronic Data Processing Committee which is 
responsible for advising the Directors and the Assistant 
Deputy Minister on EDP. needs, systems integration, future 
system directions, maintaining divisional systems 
inventories, security, establishment of a software library, 
overall systems effectiveness and compliance with the 
Manual of Administration in acquiring and/or adapting 
systems. This Committee should ensure consistent 


approaches and documentation for future system 
ACqUISILIONS . 


‘Given the lack of direction in the manuals the study may 
not have been carried out in sufficient depth, however 
competitive bids were obtained, and it is apparent that there 


was every intention to fulfill document requirements as they 
were understood at that time.’ 
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3.13. Opportunities for Increased Economy and Efficiency re 
Maintenance of Government Facilities, Ministry of 
Government Services 


An audit of the Repairs, Operations and Maintenance Activity of 
the Ministry’s Accommodation Program dealt with various aspects of 
‘management controls in place to ensure due regard for economy, the 
efficient use of resources and to monitor, measure and report on 
effectiveness. Expenditures of this Activity for the 1984 fiscal year, net of 
‘recoveries from other ministries, totalled $104.6 million. 


At the time of our audit the Ministry, and in particular the Property 
Management Division (PMD), was in the process of adapting to a number 
of significant changes in management philosophy and organizational 
structure. These changes were the result of four specific thrusts which have 
Impacted extensively on operations and personnel. 


I) Aclient service orientation 


As a result of a major study of client needs and levels of satisfaction, 
management has adopted a much more service oriented approach to 
program delivery as opposed to the more compliance oriented emphasis 
of prior years. 


2 


— 


A decentralized organization 


In line with the client service orientation, management has 
decentralized program delivery to regional, district and area offices, 
thereby allowing flexibility in responding to local needs and 
conditions. 


3) A shift to privatization 


In response to government-wide initiatives to reduce the number of 
person years employed, management has embarked on a relatively 
rapid program of contracting out for services normally performed by 
PMD personnel. 


4) Economic restraint 


In addition to reducing person years the Ministry must also attempt to 
do more with less through such efforts as program review and the 
government-wide space reduction initiative. 


Our conclusions and findings, as presented, gave recognition to the 
fact that a number of Management initiatives to address these many 
changes were underway. Many of our comments either encouraged and 
-mphasized continuation of these initiatives or pointed out risks and 
difficulties arising therefrom. 
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The following is a summary of our more significant conclusions 
and findings: 
The Ministry’s Management Planning and Reporting Process 


° Better information was needed on the costs of individual facilities 
managed, on the performance of individual districts and regions 
and on the aggregate performance measures reported in MBR 
submissions. 


¢Greater use of external comparisons or established standards of 
performance was encouraged. 


Delineation of Responsibility and Accountability 


eOperating relationships and responsibilities between PMD and 
client ministries were not clearly defined, resulting in instances of 
unnecessary delays in essential repairs, disputes over levels of 
service and funding arrangements, and inadequate assurance that 
government assets are properly maintained. 


Contract Management 


¢ Due regard for economy in the acquisition of contract services was 
not assured because of an established practice of selecting the 
lowest bidder exclusively, insufficient staff and in-house expertise 
to monitor the work of contractors and ineffective procedures to 
evaluate contractor performance. 


¢More isolated problems were noted in specific contracts 
examined, involving: 


—inadequate control over subcontracting in unit price contracts; 
—payments on contracts which had expired; and 


—inadequate planning and ongoing management of an energy 
conservation project. 


Preventive Maintenance Program 


* The Preventive Maintenance Program for mechanical systems and 
equipment was not adequately performed. 


DETAILED COMMENTARY 


Overview 


% The objective of the Repairs, Operations and Maintenance (ROM) 
Activity is to provide effective and efficient repairs, operation and 
maintenance services for government-owned and leased real property 


facilities for which the Ministry of Government Services (MGS) has 
responsibility. 
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This Activity is administered by the Property Management Division 
(PMD) of the Ministry’s Accommodation Group. 


The scope of the ROM Activity involves: 


(1) repair responsibility for approximately 5,000 buildings 
containing about 3.8 million square metres: 


(2) operation and maintenance responsibility for approximately 
2,600 buildings representing an area of 1.3 million Square 
metres. 


In May 1982, the Division’s field operations were reorganized 
resulting in the creation of three regions — Northern Ontario, Southern 
Ontario and Metro Toronto, and eleven district and three area offices. The 
thrust of this reorganized structure was to delegate authority and 
responsibility to the lowest level possible and provide effective and direct 
local response to clients’ accommodation needs. 


The Division has committed itself, through the Ministry’s strategic 
plan, to improve the services it provides within a climate of budget and 
staff restraints, increased work load and government priorities. Also, 
emphasis is placed on the increased use of private sector contractors while 
at the same time maintaining enough ‘‘in-house expertise’’ to provide the 
necessary supervision and guidance required to keep all facilities and 
equipment, for which the Ministry is responsible, in a safe and acceptable 
condition. 


The Ministry's Management Planning and Reporting Process 
Management Information and Reporting on Facilities Managed 


The management information and financial reporting systems for 
accumulating building operation and maintenance expenditures did not permit 
meaningful comparisons of similar facilities or provide management with adequate 
information for making more informed decisions. 


Costs are summarized and classified by key expenditure categories, 
such as energy, horticulture, cleaning and other. However, only direct 
Operations and maintenance expenses are summarized, and expenditures 
such as MGS staff salaries and benefits are excluded, as well as client 
ministry costs incurred in the operation and maintenance of a building. 


Since all pertinent costs of a facility were not accumulated and reported, it 
was difficult for PMD management to perform reliable and meaningful analyses and 
comparisons of operation and maintenance expenditures to that of similar facilities. 


We recognized that to introduce a system which captures all salary 
and administrative expenditures on the basis of individual facilities maj 
not be cost justified. However, where individual resources are fully or 
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substantially dedicated to a facility, these costs should be reported as 
such. 


It was our opinion that performance measurement is most meaningful at the 
facility level because of the wide variety of facilities being managed. Aggregated 
data is of limited use for management decision making as comparisons to 
other property management operations become less conclusive or even 
invalid. 


We therefore recommended the Division continue the development 
and update of its management information and financial reporting systems 
in order to provide management with a more meaningful consolidated 
summary report of all significant expenditures associated with the repair, 
operations and maintenance of each facility. 


Measurement of Districts’ Performance 


The Performance Evaluation System (PES) used for measuring and 
reporting results of the PMD did not indicate the operational performance 
of a region or district. 


We noted that District Offices were required to submit monthly 
reports which contained new data that was used in the Division’s PES. 
Examples of such reports include: 


(a) Preventive Maintenance Program Monthly Evaluation 
(b) Backlog Summary 

(c) Service Breakdown 

(d) Regional Repairs 

(e) Chents’ Satisfaction 


However, the data from the Districts’ reports and the Divisional Office were 
combined, resulting in the issuance of an overall performance report for the 
Division. Consequently, the performance of any one Region or District was not 
highlighted or measured and there was no way of assessing the levels of economy, 
efficiency or effectiveness within or among Regions and Districts. We understood 


the Division was considering the implementation of a PES at the regional 
level in the 1986 fiscal year. 


_ We viewed this as a positive step and recommended that 
consideration be given to extending the PES to the District level. 


MBR and Performance Measures for the ROM Activity 


The ROM Activity’s performance and result indicators for certain. 
aggregated measurement criteria reported in MBR information abstracts to 
Management Board of Cabinet required improvement. For example, the average 
cost incurred per square metre for operation and maintenance of a building 
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was compared only to the previous year’s actual cost and current year’s 


target. Consequently, no conclusive comparison information of. the 


Activity’s performance was reported on the MBR abstracts submitted to 
Management Board. In addition, as mentioned earlier, actual costs 


_ reported did not include all significant costs associated with Operations and 
_ maintenance. 


We felt a more useful measurement criterion would be to compare 
and report the results of the average cost incurred per Square metre for 


_ operation/maintenance of a building to an industry or predetermined 


standard. We were advised that industry statistics are available which are 
summarized for both public and private sector office buildings. 


We felt that management should endeavour to set reasonable 


Standards based either on available comparative data or on their own 
_ Operating experience and regularly compare and report their actual 


performance in relation to those standards. These comparisons would be 
less conclusive than the facility comparisons discussed earlier, but would 


_ be useful in identifying broad trends in operations and progress toward the 
_ Operational and strategic plans. 


We therefore recommended that the Ministry consider the 


_ preceding suggestions in its future Performance Evaluation and MBR 


improvement efforts. 


Delineation of Responsibility and Accountability 


From our review of contract files and from discussions with both Ministry 


| and client ministry personnel, it was apparent that operating relationships and 
_ responsibilities between the PMD and client ministries had not been adequately 


defined, resulting in instances of unnecessary delays in essential repairs, disputes 


_ over levels of service and funding arrangements, and inadequate assurance that 


? 


' government assets are properly maintained. 


Where it is mutually agreed that repairs and maintenance can be 


_More effectively and efficiently performed by the client ministry, the 
_ Division delegates its responsibility for these activities. However, the 


extent of delegation can vary greatly depending on the circumstances and, 
in most cases, the exact delineation of responsibilities was not formally 


- documented. 


1) Failure to delineate funding relationships has caused unnecessary delays in 
undertaking repairs or replacements 


There is no assurance that client ministries will properly 
maintain equipment and other assets if any necessary repairs are funded 
by MGS. Under present arrangements, client ministries may divert 
moneys allocated for routine maintenance to other operating priorities, 
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risking a major failure which necessitates costly emergency repair work 
and interrupts program delivery. Unless major repairs are required to be 
paid out of the operating funds of the client ministry, there is no 
incentive for client ministries to properly maintain their equipment. 


Similarly, if MGS is required to fund major repairs but client 
ministries fund any replacement decisions, there is a tendency for client 
ministries to defer replacement decisions which may have been far more 
economical than a continuation of significant repairs. 


Alternatively, if separation of repair, maintenance and 
replacement funding is to continue, then MGS would have to undertake 
a program of periodic inspections by qualified personnel and have the 
authority to demand that any needed maintenance work or replacement 
actions identified as a result of inspection be carried out at the expense 
of the client ministry. 7 


The following example served to illustrate the problems which 
can arise. 


In 1979 a client ministry reported difficulties with a fume hood 
cabinet, which was an important piece of equipment installed in a 
geophysical laboratory. Although the equipment was specifically used 
in program delivery, the client ministry believed that maintenance and 
repair of the cabinet was the responsibility of MGS because it was 
connected to the building’s HVAC (ventilation) system. The dispute 
over who should pay for necessary repairs, estimated to cost $80,000, 
continued over a four year period. According to the contract files the 
condition of the fume hood cabinet was such that it was an impediment 
to program delivery and posed a significant health hazard. The files also 
indicated that the problem arose because of an ineffective wash down 
system which rendered the cabinet dysfunctional. Repairs were finally 
completed in February 1984 at a cost of $180,000, paid for by MGS. 
Had maintenance and funding arrangements been Clearly delineated at 


the time the equipment was acquired, delays, safety risks and cost 
overruns could have been avoided. 


2) Levels of service had not been formally defined and agreed to 


The levels of service which client ministries demand of MGS 
vary greatly because of the unique nature of their programs. For 
example, cleaning standards which are suitable for many multipurpose 
government buildings may be deemed insufficient for health care or 
laboratory facilities, or for ‘prestige’ buildings such as the Legislative 
Building. Other client ministries employ very specialized equipment in 


the delivery of their programs, demanding specialized maintenance and 
repair arrangements. 
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Because the cost of providing building services is, in most cases. 
borne entirely by MGS, it is difficult to monitor both the performance of 
MGS and the true cost of programs. Where client ministry programs 
require special levels of service it would seem prudent, from an 
accountability point of view, that the costs of these services be included 
in the overall cost of the program and not obscured within the operating 
costs of MGS. Certainly, the costs associated with Operating and 
maintaining equipment or other specialized requirements would have to 
have been considered at the time that the program decision was made to 
acquire them. 


We understood that management had established a task force to 
consider fully the accountability and funding relationships with client 
ministries. We were also aware that in 1983 the Interministerial 
Accommodation Committee made recommendations aimed at: 


eincreasing the accountability of managers for their use of 
accommodation dollars; 


ereducing the demand for new space; 
increasing Cabinet control over the use of space; and 


*timing decisions on accommodation to decisions on programs, 
| staffing and funding. 


We strongly endorsed these actions and recommended that steps 
be taken as soon as possible to clearly delineate accountability and 
funding relationships for the ROM Activity such that: 


*Economical and effective maintenance, repair and replacement decisions 
are encouraged; and 


| ¢ Meaningful performance measurement of MGS and program managers is 
| facilitated. 


Contract Management 


_ Arrangements to Ensure Economy of Services Acquired 


In conducting our audit of the ROM Activity, we randomly selected 
and reviewed 44 work projects in the three District Offices we visited. 
_ Because contract terms and problems can vary greatly depending on the 
_type of service provided, our sample of projects included a variety of 
— Service areas. 


Due regard for economy dictates that services of appropriate quality 
and quantity be acquired at the lowest possible cost. Our audit revealed 
Significant deficiencies in the systems employed by the PMD for the 
awarding of contracts and supervision and monitoring of contractors 

performance. Specifically, the following controls deficiencies were noted: 
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(1) 
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Contractors were engaged on the basis of lowest bid without adequate 


prequalification assessment. 


(2) Contracts for maintenance of specialized equipment were not always 


negotiated with contractors having the requisite expertise. 


(3) The Division had not maintained sufficient qualified trades specialists to 


(4) 


supervise, inspect, monitor and evaluate the work of contractors. 


Succession planning was not adequate to ensure that this problem will 
be resolved. 


Contractor performance was in some instances rated as satisfactory 
even though work performed was considered deficient. 


The following examples illustrated our concerns: 


(a) 


(b) 


A contract for the maintenance and operation of elevator 
equipment in an office building was awarded to a contractor 
who was the lowest bidder. This contractor, who was not the 
manufacturer of the elevator, effected repairs which were not 
compatible with the existing equipment. These repairs resulted 
in continued operational problems and frequent service calls. 


The use of a six bank elevator system in a Psychiatric Hospital 
was ordered to be restricted and the machinery disassembled 
for inspection. These instructions were issued by the elevator 
maintenance contractor who was awarded the contract on the 
basis of being the lowest bidder. Also, this contractor was not 
the manufacturer of the elevator equipment. 


On the advice of the Division’s elevator specialist, the 
dismantling of the elevator machinery was averted and four of 
the six elevators were immediately returned to normal service. 
This action resulted in avoidance of unnecessary work 
estimated to cost approximately $100,000. It was determined 


that the maintenance contractor erred in the testing of the 
elevator machinery. 


We were advised that the Division’s only elevator specialist is 
retiring shortly and there was no identified replacement 
available for this position. Consequently, the operation and 
maintenance of about 550 elevators would be solely dependent 


on contractors whose work cannot be adequately monitored by 
the PMD. 


A two year contract to maintain farm machinery in two 
Agricultural Research Stations was awarded to a contractor 
who submitted the lowest bid of $38,581. Our examination 
revealed that this contractor performed frequent repairs to the 


\ 


, 


(d) 
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machinery, stating that they were necessary due to operator 
negligence and the age of the machinery. These repairs were 
not within the terms of the maintenance contract. Confirming 
purchase orders were issued to authorize additional work 
amounting to $50,270. 


In addition, the District Office staff did not inspect this 
machinery or authorize the necessary work before it was 
performed by the contractor. The contract was finally 
terminated after 14 months due to disputes between the District 
Office and the contractor regarding the necessity for repairs. 


District Offices are required to evaluate and document the 
performance of contractors at the completion of each contract. 
Contractor performance is rated in the following areas: 


(1) Organization 
(11) Quality of work 
(iil) Degree of supervision required 


The weighting factor for each of the three areas rated is about 
equal with the total score being 100. Usually, a total score of 50 
or more is considered acceptable. 


We randomly selected and reviewed the performance 
evaluations done on 60 contractors. We observed no instance 
where a total score of less than 50 was awarded. However, in 
our discussions with staff of the District Offices and in our 
review of contractors’ files, concerns were expressed cr noted 
about the performance of certain contractors who had received 
acceptable written evaluations. Therefore, these contractors 
were entitled to bid on future contracts even though work 
performed was considered deficient. 


In addition to the preceding examples, we observed a trend by the 

Division to reduce its trades staff. This was being accomplished by not 

_Teplacing staff who leave or retire from the Division. Their work will, in 

future, be performed by contractors. As privatization of projects increases and 

the Division’s trades group decreases, the District Offices’ controls over contracted 
Services would be adversely affected. 


In view of these deficiencies, it is difficult to report assurance that 


government facilities and equipment are being well maintained and that decisions to 
| repair and maintain these assets are made with due regard for economy. 


We recommended the PMD consider fully the impact of the 


Ministry’s privatization policy on its ability to provide and control 
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effective and efficient repairs, operation and maintenance services for 
government facilities and equipment. We also recommended that greater 
emphasis be placed on the prequalification assessments of contractors 
when awarding contracts. 


Economy of Sub-Contracting under a Unit Price Contract 


Sub-contracted work performed under a unit price contract for partition 
removal and installation was not based on unit prices and did not relate to 
partitions. 


The contract, awarded for removal and installation of partitions in 
several buildings, was unit-priced by a stipulated sum to be paid for work 
on measured units of partitions. In addition, this contract provided that 
electrical and mechanical work could be executed by specified 
sub-contractors, without tender, on a cost plus basis. 


The following seven projects examined under this unit priced 
partition contract indicated that the sub-contracted work was often 
significant in relation to the unit priced partition work. Also, much of this 
work was not related to the partition work. 


Other 
Unit Priced Sub-Contract Project 
Example Partition Work Work Total 
$ $ $ 

I LOsTG2 28,693 38,855 
2 14,252 19,384 307,636 
3 8,116 14,342 22,458 
4 11,669 17,947 29,616 
5 35,364 67,298 102,662 
6 15,200 29,200 44 400 
a 14,500 7,500 22,000 


This type of contracting arrangement affords little control over the 
work assigned to and costs incurred by sub-contractors and may be viewed 
as a vehicle for single-sourced purchases of services, circumventing both 
government and Ministry purchasing policies on tendering procedures. 


We recommended that this and other such contracts be reviewed to 


ensure that the Ministry has greater control over the work performed by 
sub-contractors. 


Payments Made without Formal Contracts 


Contracts were improperly time extended with the use of change orders or 


purchase orders resulting in payments of $1,891,200 for services not covered by 
formal contracts. 


We examined six contracts which were improperly time extended. 
Two of the most significant of these contracts are described below: 
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(i) A janitorial service contract was awarded to the lowest bidder 
for $2,386,000 to be paid by monthly payments of $99,416.67 
from October 9, 1981 to October 8, 1983. Approximately 16 
months after commencement, the contractor terminated 
services because of union negotiated wage increases to his 
employees. The Division retained the services of this 
contractor to March 31, 1984 by issuance of 13 change orders 
which periodically escalated monthly payments to $123,310. 
The amount of payments made without formal contract to 
March 31, 1984 totalled $1,490,000. 


(ii) A contract for dismantling and installation of partitions was 
awarded to the lowest bidder commencing September 1, 1982 
and terminating August 31, 1983. After expiry of the contract, 
the contractor was retained until November 1, 1983 by 
issuance of 31 purchase orders. The total amount of payments 
made without formal contract totalled $401,200. 


! Arrangements for payments without contracts are considered single 
sourced purchases. This practice circumvents competitive pricing obtained by 
_ public tender. 


We recommended that contracts not be extended by use of change 
orders or purchase orders and that payments not be made without formal 
contracts. In addition, contractors should not be allowed to terminate short 
term contracts for reason of wage increases. These should be reasonably 
estimable at the time of contracting or provided for by way of an escalation 
clause. 


Energy Conservation Project 


Inadequate planning and ongoing management of an energy conservation 
retrofit project resulted in inconvenience to employees, disruption of work and 
unplanned expenditure of $202,000. 


The project was initiated to retrofit heating, ventilation and 
air-conditioning systems. In our discussions with responsible personne! 
and examination of supporting evidence we determined that: 


(i) MGS Design Services Branch did not review the work of 
consulting engineers engaged to design and manage the 
retrofit. 


(ii) The Regional Office did not ensure that: 


(a) The consulting engineers supervised the work of the 
contractor engaged to perform the retrofit. 


(b) The contractor supervised installation of electronic 
controls by the subcontractor. 
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(iii) The Regional Manager, knowing the project was 
dysfunctional and deficient, approved payment in full to the 
contractor without the certificate of completion. 


(iv) Consulting engineers were paid in full on recommendation of 
the MGS Design Services Branch. 


The total paid to consulting engineers and the contractor was 
$154,000. 


Due to numerous complaints, the District Office (formerly 
Regional Office) was required to undertake an examination of the system. 
Their report noted major deficiencies and recommended a remedial project 
which cost $202,000. 


We recommended that projects not be undertaken without thorough 
planning and feasibility reviews. In addition, contracts should not be 
signed off and fully paid until all deficiencies are corrected and a certificate 
of completion has been executed. 


Preventive Maintenance Program 


The Preventive Maintenance Program (PMP) for mechanical systems and 
equipment was not adequately performed. 


The procedures for maintaining mechanical systems and equipment 
are prescribed in the Division’s PMP manual. In our discussions with the 
responsible personnel at the District Offices visited, we were advised that 
the prescribed levels of maintenance for mechanical systems and 
equipment were not adequately carried out for the following reasons: 


(1) a reduction of trades staff in the Districts; 
(i1) increased privatization of maintenance contracts; 


(iil) inadequate supervision and inspection of work done by 
contractors due to lack of appropriate staff at the Districts; 


(iv) lack of staff with the relevant expertise to inspect highly 
technical systems and controls; 


(v) lack of a comprehensive management information system 


which captures data on the nature and frequency of inspections 
required for all assets. 


This situation had resulted in inadequate maintenance of mechanical 
systems and equipment which could contribute to unnecessary major repairs or 
replacements. Efficient and effective management of the PMP would require 
better planning, organizing and controlling of maintenance tasks. This 
would require Districts to inventory all the mechanical systems and 
equipment for which they are responsible together with the PMP 
requirements for each category of items so inventoried. 
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We understood the Division had initiated a management review of 
the PMP commencing with meetings of District Managers. 


The foregoing comments were included in a report dated September 
28, 1984. The Ministry has not had an opportunity to respond and we are, 
therefore, unable to present its views on the subject matter. 


3.14 Excessive Costs Incurred re Payments under Ontario Drug 
Benefit Plan, Ministry of Health 


Payments under the Ontario Drug Benefit Plan amounted to $254 
million for the 1984 fiscal year. During our most recent audit of the 
Ministry we assessed whether satisfactory procedures were in place to 
ensure due regard for economy in setting the drug prices listed in the 
Ontario Drug Benefit Formulary. 


We found that procedures were in place to obtain periodic quotations from 
drug manufacturers for drugs listed in the Ontario Drug Benefit Formulary, but 
_these procedures did not ensure that the listed prices were the most economical. 


*The price of certain multiple source drugs listed in the July 1983 
Formulary was higher than the actual manufacturer’s selling 
price to pharmacists resulting in estimated excess drug costs to the 
Plan of $14.5 million for one year. 


¢Comparison of the price of 30 high volume multiple source drugs 
in the Ontario and Saskatchewan Drug Benefit Formularies at 
July 1983 and February 1984 indicated that for 80 per cent of 
these drugs the Saskatchewan Formulary had a lower price than 
Ontario. 


DETAILED COMMENTARY 
Overview 


The Ontario Drug Benefit Plan provides drugs without cost to the 
following eligible Ontario residents: 


1) all persons 65 and over who receive Old Age Security or who 
have been resident in Ontario for the past 12 months and are 
either Canadian citizens or landed immigrants; 


2) all persons receiving social assistance, extended health care 
benefits, vocational rehabilitation assistance or who are 
residents of Homes for Special Care. 


| Expenditures for the provision of free drugs to eligible Ontario 
Tesidents under the Plan increased by approximately 200 per cent from the 
1979 to the 1984 fiscal years and actual costs were: 
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1978-79 1983-84 
($ millions) ($ millions) 

Total expenditure 106.7 303.2 
Costs assumed by the 

Ministry of Community 

and Social Services 

for social assistance 

recipients Liey 49.1 
Net Cost to Ministry 

of Health 89.0 254.1 














The increase was attributable to higher drug costs and dispensing 
fees, increased utilization of the Plan by participants and a larger number 
of drugs made available under the Plan. 


Prescription Costs 


The total cost of a prescription is made up of two components, the 
dispensing fee and drug cost. We were advised that the dispensing fee as 
negotiated between the Ministry and the Ontario Pharmacists Association 
provides for all overhead expenses and an amount for net profit. The drug 
cost is based upon quoted prices from drug manufacturers, and is included 
in the Drug Benefit Formulary which is normally published in January and 
July each year. The price as published in the Formulary is intended to 
represent the cost to an average community pharmacy for a single package 
of 100 tablets or capsules except in the case of certain high volume drugs 
when the cost is based upon a package size of 1,000 tablets or capsules. It 
was acknowledged by the Ministry that through bulk buying, pharmacies 


would be able to take advantage of purchase discounts and achieve 
additional prefits. 


Formulary Prices 


From discussions with the Executive Director of the Drug Programs 
and Policy Group in February 1984, and with officials of the 
Pharmaceutical Services Section at Kingston in April 1984, we found that 
concerns had been raised over the past two years regarding whether the 
drug prices published in the Formulary represented the true drug cost to 
pharmacies. Some drugs are manufactured by more than one drug 
company and are considered interchangeable in their use. Although all 
quoted prices for an interchangeable drug are shown in the Formulary, the 
Plan only reimburses the pharmacist for the lowest price shown for the 


drug, except in Special circumstances when the prescribing physician 
requests no substitution. 


We understood that because of marketplace competition among drug 
DURA CEETs a manufacturer’s actual selling price of an interchangeable drug to 
pharmacists in many cases was well below their quoted price listed in the Formulary. 
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Consequently, excess costs have been incurred by the Plan in these circumstances. In 
addition, the Formulary has become accepted as a guideline for drug prices 
in Ontario and thus drug prices to the general public have been higher than 
warranted. 


Investigations by Ministry officials indicated that the lowest quoted prices in 
the Formulary for the period July to December 1983, for 18 high volume multiple 
source drugs were far in excess of the actual drug costs to the pharmacist and an 

estimate of the annual excess cost to the Plan was $14.4 million. 


To resolve this situation, the Ministry and the Ontario Pharmacists 

Association entered into protracted negotiations prior to the publication of 
the Formulary for the first six months of 1984. These negotiations resulted 
in 30 high volume multiple source drug prices being revised downwards 
and published in the Formulary effective February 1, 1984. We were 
advised that a study was being undertaken, under the direction of an 
independent third party, to examine and make recommendations to the 
Minister of Health conceming the pricing of multiple source products in 
the Formulary and any resulting changes in the arrangement for 
reimbursement to pharmacies. 


| Our calculation of the excess drug cost to the Plan used the actual 
utilization figures of these 30 high volume drugs during the period July 
1983 to January 1984. Based on this calculation, the excess drug cost was 
computed as $14.5 million on an annual basis. 


| Concurrent with the lowering of these drug prices in the Formulary 
as at February 1, 1984, the dispensing fee was temporarily increased by 35 
cents to $5. Consequently, based upon the 22.5 million prescriptions filled 
annually for Plan participants, future savings in costs should be reduced by 
$7.9 million to a net of $6.6 million annually. 


Comparison of Prices 


| We also compared the drug prices in the Saskatchewan Formulary with 
those in the Ontario one for the aforementioned 30 drugs, 29 of which were in both 
Formularies. The comparison indicated: 


No. of Saskatchewan Ontario 

Drugs Lower Lower 
July 1983 29 27 2 
February 1984 29 25 4 


As at July 1, 1983 the price of these drugs was in many cases at least twice as 
much in the Ontario Formulary than in the Saskatchewan Formulary. Despite the 
‘fact that a price reduction was effected in the February 1984 Ontario Formulary, we 
found that 25 of the 29 drugs were still priced higher than in the Saskatchewan 
Formulary for January 1984, of which 6 were more than 70 per cent higher. 
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We understood that in Saskatchewan drug prices are established for 
the Formulary through a tendering process which results in standing offer 
contracts guaranteeing the price for six months. The Saskatchewan Plan 
provides coverage to all residents of the Province, and therefore the 
number of participants is equal to its population (968,000, Census 1981). 
In Ontario the Plan is restricted to certain eligible residents totalling 
approximately 1.4 million as at January 31, 1984. It is reasonable to 
assume that a much larger volume of drugs will be dispensed in Ontario for 
its Drug Benefit Plan than in Saskatchewan, given that 75 per cent on 
Ontario participants are senior citizens who tend to have a higher 
utilization of medical drugs than the overall population. It was difficult to 
accept therefore why the lowest price quoted in the Ontario Formulary should be 
higher than in the Saskatchewan Formulary. 


Pending the findings and recommendations of the study previously 
referred to, the completion of which was expected in August 1984, we 
made the following suggestions for consideration of the Ministry: 


—The Ministry require some process whereby the average selling 
price of drugs by manufacturers to pharmacists can be verified to 
ensure that the quotes submitted for drug prices to be listed in the 
Formulary are reasonable. 


—More frequent and systematic comparisons be made of drug 
prices listed in other Provincial Formularies to ensure that 
Ontario prices are relatively consistent with those of other 
Provincial Drug Benefit Plans. 


The Ministry responded to our comments as follows: 


‘Over the past two years multiple source drug prices listed 
in the Ontario Drug Benefit Formulary/PARCOST 
Comparative Drug Index showed a widening variance from 
the actual prices pharmaceutical manufacturers received 
for their drugs in the Ontario marketplace. A process of 
gathering more comprehensive data than was previously 


available was begun in 1982 in an attempt to quantify these 
differences. 


“By early 1983 it had become apparent that action was 
required since the difference between the Formulary price 
and the actual acquisition cost (paid by pharmacies) of 
some drugs had continued to widen, particularly in the case 


of a few high volume multiple-source ‘interchangeable’ 
drug products. 


Discussions were commenced with the manufacturers and 
the OPA concerning the situation which led to a substantial 
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| reduction in June 1983 to the Formulary listed price of 
various strengths of the high volume drug Cimetidine. 


“The institution of revised procedures for obtaining price 
quotations from pharmaceutical manufacturers, including 
the gathering of more sales data on an ongoing basis was 
started. Based on an analysis, a target group of 30 high 
volume multiple-source drugs were selected where 
appropriate steps were to be taken to reduce the listed price 
of these drugs. 


| “Extensive discussions between the Ministry and_ senior 
representatives of the pharmaceutical industry and_ the 
Ontario Pharmacists’ Association concluded in February 
1984 with an agreement which incorporated the reduction 
of the listed prices of 30 high volume drugs. 


| ‘As part of the agreement, in March 1984, a commission 
was established under Dr. J.R.M. Gordon, Dean of the 
| School of Business at Queen’ s University, to study the issue 
| and to present findings and recommendations. 


“The Ministry of Health, the Ontario Pharmacists’ 
Association, the Canadian Drug Manufacturers’ 
Association, the Pharmaceutical Manufacturers’ 
Association of Canada were the four major parties involved 
in the review. 


“The major thrust of the Commission centered on the 
Formulary listed price issue as is evidenced by the 
Commissioner’ s primary term of reference set out below. 


‘On what bases and by what means should the 
prices for multiple-source products be determined 
for the purposes of listing in the PARCOST 
C.DJ. and the Ontario Drug Benefit Formulary 
in their present form or as they may be 
amended?’ 


‘Commissioner Gordon formally submitted his report to 
the Minister of Health in September, 1984. 


“The report of the Commission is under review by the 
Ministry and other affected organizations. The four 
principal parties have met, and have obtained clarification 
of various matters addressed in the report. The Ministry has 
formally asked the other three principal parties, and the 
Ontario College of Pharmacists for their comments. 
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“The Gordon Commission report provides a comprehensive | 
review on multiple source drugs. The implications of the 
Commissioner's Report are now being evaluated. After 
receiving comments from the affected parties, the Ministry 
will implement revised procedures to obtain and verify 
multiple source drug prices including a systematic review of 
prices for other provincial drug plans.”’ 


3.15 Potential for Increased Revenue and Recoveries, Ontario 
Health Insurance Plan, Ministry of Health 


An objective of a recent audit of the Ministry was to assess the’ 
adequacy of internal controls, including compliance with legislation and 


administrative policies pertaining to the: 
—premium revenue and billing systems of the Ontario Health 


Insurance Plan (OHIP); and 


—payment of medical claims submitted by physicians,! | 
practitioners or subscribers. : 


We concluded that internal controls and compliance with legislation s 
administrative policies covering OHIP premium revenue, billing systems and 
payment of medical claims were generally satisfactory. Certain matters, howeva 
were brought to the attention of management. 


° There was no verification of the estimated taxable income used as 
the basis to approve premium assistance. According to an internal 
OHIP report this resulted in improperly waived premium revenue 
of $2 million in the 1983 fiscal year. 


°A computerized Physicians Monitoring System (PMS), which 
provides a comprehensive screening of physicians’ practices to 
detect deviant billing patterns, became operational in August 
1983. Development costs were approximately $650,000. Although 
this system identified a much larger number of practices subject to 
review and analysis, no increase was indicated in the number of 
referrals to the Medical Review Committee (MRC). 


*About one half ($1.4 million) of amounts recoverable from | 
physicians was being appealed to the Health Services Appeal | 
Board (HSAB). Contrary to section 24(5) of the Health Insurance | 
Act, OHIP’s policy is not to take recovery action until after an 
appeal hearing. This, together with the slowness of hearings 


before the HSAB, could be encouraging the high incidence of 
appeals. 
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Overview 


The Ontario Health Insurance Plan is designed to assure access to 
health care services as defined in the Health Insurance Act to all residents 
of Ontario who are insured persons of the Plan. 


For the 1984 fiscal year, OHIP premium revenue amounted to 
$1,479 million, and payments made for services and care provided by 
_ physicians and practitioners totalled $2,149 million. These payments are 

charged to the Ministry’s Health Insurance Program. 


Additional payments for insured services provided by public 
hospitals and related facilities amounted $3,804 million in the 1984 fiscal 
_ year, and are charged to the Institutional Health Program. 


Exemption from Premiums and Premium Assistance 


| Exemption from premiums is afforded to eligible residents of 
Ontario such as persons 65 years of age and over and recipients of social 
assistance. Full or partial assistance is granted for a full year to Ontario 
_tesidents whose taxable income is below a certain level or on a temporary 
_ basis, dependent upon a person’s circumstances. 


Premiums waived under the assistance programs totalled $666 
million in 1982-83 and $651 million for the 10 months ended January 31, 
1984. A summary of premiums waived is as follows: 


10 mos. to 
1982-83 Jan 31/84 
($ millions) 
Fully waived: 

Senior citizens 404 379 
Other 106 1S 
Partially waived 156 157 
Total 666 651 


A full year’s exemption is granted to single persons or to persons 
with dependants where taxable income for the year does not exceed $3,000 
or $3,500 respectively. The assistance is based upon the estimated taxable 
income of the applicant, in the calendar year in which the application is 
made, and assistance is granted from April | for a full year. 


The use of taxable income as the criterion for assistance allows for 
the deduction of RRSPs and RHOSPs and other tax shelters, and does not 
take into account the net worth of the applicant. In addition there was no 
verification of estimated taxable income to actual as reported by the applicant to 
Revenue Canada, despite the signed declaration by the applicant allowing OHIP to 
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verify all statements on the application. Consequently, there was no assurance that 
full premium assistance was warranted in all cases. 


The Financial Inspection Unit of OHIP performed a review of 
premium assistance granted in 1982-83, by examining a sample of renewal 
applications for 1983, and comparing actual 1982 income required to be 
reported by the applicants on their 1983 renewal applications to the 
estimated income reported originally. The report covering this review was 
issued January 18, 1984 and indicated that in approximately 4 per cent of the 1982 
approved applications, actual taxable income that was reported exceeded the 
maximum levels on which full premium assistance was granted. This percentage 
represented approximately $2 million of improperly waived revenue in 1982-83. 


We noted that, in another Province, premium assistance is based 
upon the actual taxable income of the preceding year and the assistance 
year runs from July 1-June 30. By September of the assistance year, the 
actual taxable income of the applicant has been verified with Revenue 
Canada. Under this method non-eligible persons are detected currently and 
premiums may be recovered retroactively. These procedures resulted in 
recoveries of approximately $400,000 each year in 1981-82 and 1982-83 at 
a cost of $70,000 annually. 


It is reasonable to assume that with the present economic climate 
prevailing in Canada a high level of premium assistance will continue. 
Because waived premium revenue under the premium assistance program 
is relatively high and the criterion used in the assessment process is not 
verified, we recommended that the present premium assistance program be 
reviewed and 


—In accordance with the recommendation in our audit report to the 
Ministry dated September 28, 1982, consideration be given to 
arranging with Revenue Canada for the release of tax return 
information on a selective basis to ensure that full premium 
assistance granted in the prior year was proper. 


—The premium assistance application form be revised so that tax 
Shelters such as RRSPs and RHOSPs are not included in the 


calculation of estimated taxable income for premium assistance 
purposes. 


Review Committees 


The Medical and Practitioner Review Committees conduct their 
work under the authority of sections 5 and 6 of the Health Insurance Act. 
Part of their responsibilities is to make recommendations to the General 
Manager of OHIP On any matters referred to them under section 24 of the 
Act concerning the propriety of claims for insured services rendered by a 
physician to OHIP for payment. Our audit was confined to an examination 


COMMENTS ON MINISTRY OPERATIONS 9] 


of procedures leading up to referrals to the Medical Review Committee 
(MRC) and subsequent disposition, as the majority of referrals are made to 
this committee. 


Referrals 


In a prior audit report dated July 3, 1979 we commented on the 
large number of referrals which had been outstanding for more than 18 
months. During this audit we noted that all these old referrals had received 
decisions, and for the year ended March 31, 1984 the average length of 
time from referral to decision was 7% months. The total number of 
outstanding referrals with MRC at March 31, 1984 was 82 of which only 
ten were over eighteen months old. 


Referrals to the MRC are initiated by the Profiles Analysis Section. 
To assist this section to become more effective in the selection of physicians’ practices 
to be reviewed, a computerized Physicians Monitoring System (PMS) was developed 
in four phases from November 1978 to June 1983. Development costs were 
approximately $650,000 and the system was operational in August 1983 and used to 
analyse services rendered by physicians during the 1983 fiscal year. 


The PMS provides a comprehensive screening of physicians who 
are all subject to the same criteria, and identifies those physicians whose 
patterns of practice deviate sufficiently from their peers to warrant further 
investigation by the Profiles Analysis Section. To assess the effectiveness 
of the PMS we compared the number of physician profiles reviewed in a 
similar period before and after the implementation of PMS. 


# of Physician # of Referrals 
Profiles Reviewed Prepared 
August 1982- 
January 1983 163 36 
August 1983- 
January 1984 423 52 


It was acknowledged that the PMS had only been in operation for a short 
period, but in comparing the statistics for the two periods we noted that there was no 
increase in the number of referrals to the MRC, despite the fact that the number of 
practices reviewed increased by 260. In addition we found no evidence of 
summary reports indicating why 391 of the 423 practices reviewed during 
the six months ended January 31, 1984 were not referred to the MRC. 


We suggested that such reports would be a useful management tool 
in assessing the effectiveness of PMS. In our discussions with management 
it was indicated that a post implementation review of the PMS would be 
Carried out to ensure its optimum effectiveness in the identification of 
potential referrals. 
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Recoveries 


During the ten months ended January 31, 1984 recoveries on 
recommendations from the Medical Review and Practitioner Review 
Committees amounted to $459,000 and $73,000, while outstanding. 
amounts at January 31, 1984 totalled $2,874,000 and $607,000 
respectively. A review of the outstanding balances maintained by the 
Medical Claims Payments Section indicated the following breakdown: 


No. of Medical No. of Practitioner 
Accts. Review Accts. Review 
($000) ($000) 
Cases under appeal 48 1,414 2S) 43 
Bankruptcies S| 455 Za Sul 
No longer residing 
in Canada/Ontario 16 449 4 88 


Recoverable amounts 

incurred prior to 

April 1983 on which 

no recoveries made 

in 1983-84 3 60 14 224 
Balances on which 

recoveries are 

currently being 

made 40 496 20 215 


12 2,874 45 607 

Under sections 26 and 30 of the Health Insurance Act a physician or 
practitioner may appeal a recommendation of the review committees to the 
Health Services Appeal Board, with further appeal to Divisional Court. 
Subsection 5 of section 24 states that pending the decision of the Appeal Board or the 
Supreme Court, the General Manager shall carry out the recommendations of the 
review committees. The policy of OHIP is to take no action in recovering the amount 
due until a final decision is made under the appeal process. 


As shown previously, at January 31, 1984 there were 48 cases totalling 
$1,414,000 under appeal with the Appeal Board regarding recommendations of the 
Medical Review Committee. These figures increased to 54 cases totalling 
$1,614,000 at the end of March 1984. 


We were advised that the Board sits for three days each month and 
according to statistics for the six years 1978 through 1983, an average of 6 
physicians’ appeals were completed each year. In addition a further 
average of six appeals each year were finalized through agreement between 
OHIP and the physician of the recoverable amount immediately prior to the 
hearing. Consequently, it will be approximately four years before all the 
appeals outstanding at the end of March 1984 will be completed. 


We felt that the policy of ‘‘no recovery’’ until the decision of the Appeal 
Board has been handed down, encourages requests for appeals whether legitimate or | 
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not, as the physician effectively delays repayment and has use of these funds for up to 
four years with no penalty or interest. Additionally, the slowness of the appeal 
process allows ample time for individual physicians to make arrangements to avoid 
repayment by declaring bankruptcy or leaving Ontario. We noted in three cases 
where personal bankruptcy was declared, that subsequent billings paid by 
OHIP far exceeded the recoverable amount. 


| 


We noted that approval to write off 26 physicians/practitioners 
accounts totalling $436,000 in the 1984 fiscal year was obtained via Order 
in Council 862/84 dated March 29, 1984. The write-off included certain of 
the overpayments then considered uncollectible as debtors were bankrupt, 
deceased, had left Canada or could not be located, and were included in the 
outstanding balances shown previously in this report. 


To ensure a more effective collection of recoverable amounts 
established from recommendations of the review committees, we 
recommended that the Ministry and OHIP consider: 


—reviewing the Health Services Appeal Board’s activities and 
work load in an effort to reduce the time frame between the 
registering of an appeal and the hearing decision; 


—enforcement of the provisions of section 24(5) of the Health 
Insurance Act; 


—charging interest on all amounts from the date they are 
established as recoverable. 


The Ministry subsequently responded as follows: 


Exemption from Premiums and Premium Assistance 


“The Premium Assistance Program was initiated to aid in 
ensuring that financial hardship does not create a barrier to 
health care coverage. The design of the program 
intentionally provides assistance when it is needed, rather 
than in the following taxation year and, by making the 
program structure as simple as possible, explicitly aims at 
avoiding any disincentive for Ontario residents wishing to 
apply for premium assistance. 


“The premium assistance program has been designed to 
make it as simple as possible to foster understanding and 
universal accessibility. However, as your report indicates, 
there are a number of aspects of the program, including the 
tax Shelter issue, that should be re-examined. OHIP is now 
in the process of completing a review which is intended to 
result in specific recommendations to strengthen program 
design and administration. 
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‘As part of this project, the possibility of verifying income 
estimates through Revenue Canada will be fully explored. 
However, the idea presents technical problems. For 
instance, linkage with income tax records would require 
OHIP to obtain the Social Insurance Number of applicants 
since this number is used by Revenue Canada to file 
taxation records. A proposal to require this information 
would have to be reviewed very carefully because of the 
desire to limit the use of the Social Insurance Number to 
protect individual privacy.’ 


Referrals to Medical Review Committee 


“The Physicians’ Monitoring System is a sophisticated 
computer-based monitoring mechanism which identifies 
questionable billing patterns of physicians and compares 
them to model practices based on multiple data sources. It 
screens the profiles of practising Ontario doctors and 
according to combinations of 30 variables measured 
against 5 criteria, identifies practices with unusual billing 
patterns. These practices are further analysed using the 
OHIP. Profile System and copies of claim cards. This 
analysis is carried out by a physician who takes other 
factors into account in determining whether a_ practice 
should be referred to the Medical Review Committee. The 
function of the Physicians’ Monitoring System is to provide 
an objective, fair, method of reviewing physicians’ 
practices rather than to necessarily increase the number of 
referrals. The Medical Review Committee process is 
prolonged and expensive, and unnecessary referrals would 
be counter productive. The Physicians’ Monitoring System 


has a demonstrated capacity to reduce unnecessary 
referrals. 

‘“‘OHIP does keep a written record with notations of the 
rationale for all cases identified by the PMS which did not 
lead to referrals. In each case, detailed profiles were 
ordered on the 391 practices in order to investigate them 


further. The findings of the extra review indicated that 
referral to the MRC was not justified. 


The recommendation for the adoption of more formal 


recording and evaluation processes by management. is 
accepted. 


The latest available annual statistics regarding referrals 
are as follows: 
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Referrals MRC Recovery % of Referrals 
Year to MRC Recommendation Leading to Recovery 
1980 56 40) 71% 
198] 65 43 66% 
1932" 67 52 81% 


* 3 cases still outstanding 


‘The PMS had been in operation for less than one year at 
the time of the auditor's study. A post-implementation 
review of the PMS is currently in progress. The audit 
recommendations for procedural improvements in the 
system will be carefully reviewed.”’ 


Recoveries 


“OHIP’s policies regarding recovery of overpayments are 
intended to ensure uniform application for both opt-in and 
opt-out physicians. Section 24(5) of the Health Insurance 
Act specifies that the General Manager will recover funds 
from an opt-in physician on the recommendation of the 
Medical Review Committee. Section 31 states that opt-out 
physicians do not have to repay funds until their appeals are 
completed. OHIP’s policy has been not to collect from 
opt-in doctors until the appeal process has been 
concluded. 


The Ministry is informed that the Health Services Appeal 
Board is in the process of reviewing its procedures to 
reduce the backlog of appeals. 


‘“‘With the recent amendments to the Financial 
Administration Act, a review of the interest payment policy 
has commenced in relation to recoveries.’’ 


3.16 Wasted Publication Expenditure, Ministry of Health 


During the course of a recent audit of the Health Insurance 
Program, we noted that 102,000 copies of a publication titled *“‘OHIP 
Handbook for Groups’? were printed for distribution to all group 
administrators. Numerous errors were discovered in this booklet and all copies 
were subsequently destroyed, resulting in wasted expenditure of $84,000. 


In the fall of 1983 it was decided to produce an updated version of a 
booklet titled ‘‘OHIP Handbook for Groups’’, for distribution to group 
administrators. The handbook contained relevant information on OHIP 
forms, procedures and policies to ensure group administrators were fully 
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aware of their responsibilities to their employers, employees and the 
Plan. 


We were advised that the task of updating the booklet was the 
responsibility of the Enrolment Services Branch of OHIP. The design and 
printing was undertaken by the Health Promotion and Information Branch 
and production costs were charged against the appropriation of that branch. 
A total of 100,000 English and 2,000 French booklets were printed and the 
cost which included design, artwork, printing, translation and proofreading 
amounted to $84,000. 


The booklets were received by OHIP in Kingston in February 1984. 
Prior to distribution to groups several inaccuracies and typographical errors were 
discovered. Subsequently the publication was not distributed and the complete 
shipment destroyed. | 


We recommended that future printing layouts and galley proofs be 
more carefully screened and proofread prior to authorization of the final 
printing order. 


The Deputy Minister replied as follows: 


“Inaccuracies in the Group Handbook were the result of 
departures from Ministry procedures which occurred as 
part of the organizational disruption caused by OHIP’s 
move to Kingston. Communications were temporarily 
disrupted as OHIP. hired 80% new staff and relocated its 
operations. Inexperienced staff with no firmly established 
relationship with the Health Promotion and Information 
Branch in Toronto, further exacerbated the difficulty of 
ensuring accuracy in publications. Nevertheless, 
disciplinary action has been taken where warranted, and 
measures have been initiated to ensure that such a problem 
will not recur. A rigorous system of approvals, screening 
and proofreading at every stage of production is now in 
place for all publications to ensure that procedures are 
followed. No printing can take place without approval of 
executive staff as specified in a recent policy directive dated 
July 13, 1984 issued by the Deputy Minister to all branches 
of the Ministry of Health.”’ 


3,17 Non-Compliance Noted re Ontario Youth Employment Program, 
Ministry of Municipal Affairs and Housing 


In a recent audit of payments under the Ontario Youth Employment 
Program (OYEP). we assessed the adequacy of controls to ensure 
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compliance with the Ontario Youth Employment Act. Grants to employers 
under this Program for the 1984 fiscal year were $26.9 million. 


We noted areas where improvements were required. Specifically, 


* Payments to employers were approved without having obtained 
proper authority from the Minister; 


¢ More than $200,000 in claims from employers was accepted after 
the stipulated deadline; and 


¢Interest was not charged on overdue accounts as prescribed by the 
Act. 


We concluded that the program’s staff utilization, including audit selection 
‘and review process, was satisfactory to ensure employers’ compliance with the 
Ontario Youth Employment Act. 


DETAILED COMMENTARY 
Overview 


The Ontario Youth Employment Program was introduced in 1977 
to encourage employers to hire Ontario youths during the summer months. 
Employers are paid a grant to hire youths between the ages of fifteen and 
twenty-five to work full time for a period of between eight and twenty 
weeks. The program is administered by the Subsidies Branch which is 
responsible for program delivery and monitoring employers’ adherence to 
the Program’s regulations through annual audits of selected employers. 


Authority to Make Grant Payments 


Section 6 of the Ministry of Municipal Affairs and Housing Act, 
1981, empowers the Minister of Municipal Affairs and Housing to delegate 
in writing his powers under the Act, or any other Act he is responsible for, 
to Ministry employees. Accordingly, the Minister’s responsibilities 
pursuant to sections 6 and 7 of the Ontario Youth Employment Act 
regarding the inspection of premises and records have been delegated, in 
writing, to an official in the Subsidies Branch. However, no such delegated 
authority in writing had been given to permit the Branch to make grants under 
Section 3 of the Ontario Youth Employment Act. 


At the time of our audit the Ministry’s solicitor had begun the 
process of rectifying this omission. 


Contravention of Regulations 


In our review of the administrative policies of the Branch, we noted 
that a Regulation under the Ontario Youth Employment Act was 
incorrectly interpreted. Section 7(3) of Regulation 195/82 under the 
Ontario Youth Employment Act states that no grant is payable “‘unless the 
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oe 
claim therefor has been received by the Minister on or before the 31st day) 
of January, 1983.”’ 


4 


We noted that the OYEP administrative policies pertaining to the 1982 


claims, however, allowed claims from employers to be accepted as late as February 
28, 1983 providing funds were available. | 


$200,000. 


Interest on Accounts Receivable 


efficiency and effectiveness. Ex 
million for the 1984 fiscal year. 


Section 9 of the Ontario Youth Employment Act states: 


‘‘Where any person obtains a grant or disbursement of 
funds under this Act or the regulations, on the basis of 
information that is false or misleading or an application that 
contains any false or misleading statement, the amount of 
such grant or disbursement together with interest thereon at 
the prescribed rate, shall be deemed to be a debt due to the 
Crown and may be recovered by an action in a court of 
competent jurisdiction.’’ 


{ 
; 


We estimated that payment of the late claims totalled in excess of. 


From inception of the program in 1977 to September 1983, the 
Branch billed employers for refunds totalling approximately $1.2 million, 
averaging $200,000 per year. By not invoking the interest provision of the 
Act, the Ministry has lost an estimated $40,000 in interest revenue. ! 


On August 14, 1984, the Deputy Minister replied as follows: 


“The lack of a written delegated authority has now been 
rectified and the required documentation is now in place. 


‘We note your findings regarding making grants based on 
claims filed after the 3lst of January, 1983. In future 
Subsidies Branch will adhere to the regulation regarding 
time-limits. Also interest will be charged on refunds.’’ 


Improvements in Economy and Efficiency Warranted re 


Outdoor Recreation Program, Ministry of Natural Resources 


° ° . . | 
For the Wildlife, Fisheries and Parks and Recreational Areas 
Branches of the Outdoor Recreation Program, we assessed the adequacy of 
management controls designed to ensure due regard to economy, 


penditures under this Program were $75.4 


We concluded that management controls for the three branches were, for 
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the most part, adequate. However, we noted a number of areas where improvements 
could be made. 


Wildlife Branch 


¢A more humane animal trap was developed in 1979 for which an 
excellent marketing opportunity existed but was not capitalized 
on. é 


¢Due to an error ina computer program, an additional 1500 moose 
over and above the initial program target may have been 
**harvested’’. 


Fisheries Branch 


¢Pre and post stocking assessments of water bodies were seldom 
carried out to ensure stocking efforts were directed to areas of 
highest priority. 


*26 of the 43 districts which stocked fish in the past year were not 
stocking to meet the primary objective of the program, i.e., to 
rehabilitate the fish population. 


eIt may be appropriate to again assess the impact of not having 
resident fishing licences. 


} 


Park and Recreational Areas Branch 


¢ Wage rates for seasonal staff were much higher than rates used by 
other provincial organizations for similar work. 


¢The continuous use of consultants by the Development Section was 
contrary to the Ontario Manual of Administration. 


DETAILED COMMENTARY 
Overview 


The Outdoor Recreation Program is comprised of three branches 
and is responsible for managing Ontario’s resources of wildlife, fish, 
provincial parks and recreational areas, and for planning and providing 
Tecreational opportunities afforded by these resources. 


Although we visited two regional offices (Eastern and 
Northeastern) and 6 district offices (Sudbury, North Bay, Wawa, Napanee, 
Tweed and Huronia) our audit concentrated on the main offices of the 
Wildlife, Fisheries and Parks and Recreational Areas Branches. The main 
Office branches are responsible for developing policies and guidelines and 
for providing technical assistance to the field staff. The day to day program 
delivery is the responsibility of the Ministry’s 8 regional and 47 district 
Offices. 
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Wildlife Branch 


The Wildlife Branch is primarily responsible for the enforcement of 
hunting regulations, wildlife research, population and harvest management | 
| 


programs. | 
Humane Trap | 


In 1979, after seven years of research, an employee of the Wildlife. 
Branch developed a new type of animal trap. The Ministry determined that. 
this was a more humane trap than the conventional steel-jawed leghold trap | 
and should be made available to trappers. In October 1980 the Minister. 
stated that patents had been applied for and the new trap was expected to be. 
manufactured and on the market in the spring of 1981. | 





| 

As leghold traps were increasingly being banned in various jurisdictions. 
throughout North America and Europe, it was felt that an excellent marketing. 
opportunity existed, both in Ontario and worldwide, for this trap. Generally, traps | 
and related accessories are manufactured almost exclusively in the United 
States. 


) 


The former Ministry of Industry and Tourism advertised for 
potential manufacturers and in March 1981 a contract to initially | 
manufacture and market 12,000 traps was awarded. Although assisted by 
Ministry of Industry and Tourism field advisers, it was evident that by 
November 1981, the manufacturer was unable to produce traps on schedule 
and of an acceptable quality. In May 1982 the manufacturer was paid $55,000 to’ 
terminate the contract and return any related parts and materials to the Ministry of } 
Natural Resources. Subsequently, the Ministry engaged an engineering firm | 
to prepare more detailed technical specifications in order to provide clearer’ 
instructions to the next manufacturer. However, the Branch was concerned ' 
that the expertise was not available to find a suitable manufacturer and 
execute the necessary contractual requirements. 





| In August 1981, the Ontario Trappers Association, a nonprofit 
organization, stated that they preferred the new trap and would be willing: 
to undertake the sales and distribution of the trap to ensure it got into the 
hands of the trappers as quickly as possible. In September 1983, the: 
Deputy Minister tentatively approved an arrangement with the Ontario 
Trappers Association allowing them to manufacture and market the trap. 
This undertaking was never formalized and we understood that in April 1984, the | 
Association decided not to enter into an agreement with the Ministry. 


Regarding the patenting of the foot snare trap, the Ministry had spent 
approximately $75,000 in legal and patent fees. In late 1981, a U.S. corporation 
began marketing a trap very similar to the foot snare trap and which, in the’ 
opinion of the Ministry’s legal counsel, was infringing on the Ministry’s 
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patent. Although the Ministry sent a letter to the Ministry of the Attorney 
General requesting action be taken, we were advised that no response had 
been received. 


Moose Management Program 


In 1975, an aerial survey completed by the Ministry noted that the 
moose population in Ontario had declined from 125,000 in 1968 to 80,000. 
A major undertaking was initiated and the Ministry determined that 
measures had to be introduced to increase the population of moose to a 
more acceptable level. The Ministry’s Moose Management Policy, written 
in 1980, set 100,000 moose as the population target for 1985 and 160,000 
moose by the year 2000. 


To achieve these objectives, a selective harvest system was 
introduced in 1983 to restrict the hunting of adult moose. Generally, only 
hunters holding a validation tag issued by the Ministry would qualify to 
hunt. Approximately 87,000 hunters applied for the 38,040 validation tags 
to be issued for the 1983 moose hunting season. 


The Ministry then hired a firm to write a computer program to 
randomly select the 38,040 applicants who would receive validation tags. 
However, due to an error in the computer program, the draw favoured older 
hunters over younger hunters. To mitigate this inequity, the Ministry held a second 
draw where 12,544 additional tags were issued. 


With respect to this error, we noted that in a press release dated July 
21, 1983, the Ministry announced that as a result of the second draw an 
additional 750 moose would be harvested. Based on the 1982 success rate of 12 
per cent (which agrees with the branch’s estimated success rate for 1983-84), a more 
realistic figure would have been 1,500 moose or approximately 2 per cent of the 
entire moose herd. 


Additionally, the effect of this error would be most significant in 
regions with a large number of applicants and where hunter pressure would 
be the highest. For example, in one region an additional 6,151 tags were 
issued representing a 61 per cent increase over the initial allotment of 
tags. 


We were advised that there also had been problems with the 1984 
selection process because the computer selection did not include all of the 
names of licence applicants. 


Fisheries Branch 
The Fisheries Component of the Outdoor Recreation Program is 


Primarily responsible for the enforcement of fishing regulations, stocking, 
assessment and research activities. 
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Fish Stocking Program 


The primary objective of the fish stocking program is to rehabilitate. 
self-sustaining fisheries. Additionally, the program provides both natural 
and ‘‘artificial’’ fishing opportunities to the public by stocking fish in) 
water bodies in Ontario. ‘‘Artificial’’ fishing opportunities are provided 
when fish are stocked in areas where they will not reproduce naturally. At. 
present, the Ministry places between six to eight million fish annually in. 
approximately 1,000 water bodies in the Province. Total expenditures for 
this program were approximately $4.6 million in the 1984 fiscal year | 
including $1.3 million for new capital development. | 


From our review of the fish stocking program, we noted the 
following areas of concern. | 


Deviation from Guidelines 


(a) In 1982 the Fish Culture Section prepared ‘General Guidelines for 
Stocking Hatchery Fish’, which state: 


‘‘There are a number of physical, chemical and biological 
conditions in waters which will affect the success of fish 
stocking. These conditions must be determined prior to 
stocking taking place. As a minimum requirement, no | 
stocking should be done in any water without a previous : 
aquatic habitat inventory survey according to the methods 
described in MNR Manual of Instructions — Aquatic 
Habitat Inventory Surveys.”’ 


In four of the districts visited during our audit, we noted that the above 
requirement was not always being followed. In 1983 a total of 793,000 fish were 
stocked by these four districts, of which approximately 62,000 were stocked in 28 
lakes and rivers which had never been previously surveyed. | 


We understood that the survival rate of fish stocked varies from 
approximately 0.5 per cent to 30 per cent depending on a number of 
variables. For instance, both water temperature and dissolved oxygen 
concentration have a significant effect on survival rates. Without 
assessing these and other variables, it is conceivable that stocking could 


ies place in bodies of water unsuited for that particular species of 
ish. | 


(b) The survival rate of fish stocked is an important measure of the success 
of the fish stocking program. Therefore, after stocking, periodic 
assessments should be made to determine whether or not a water body 
should continue to be stocked and when, where and what type of fish to 
stock. As outlined in the Ministry’s ‘General Guidelines for Stocking 


Hatchery Fish’, data obtained in an assessment should include 
information to ascertain: 
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(1) total fishing pressure; 
(11) total harvest of stocked fish: 
(iii) survival and growth of stocked fish; and 
(iv) contribution to natural reproduction, where applicable. 


In addition, the guidelines strongly recommended a standardized 
program of assessment be developed to ensure that on a rotating basis 
approximately 10 per cent of the stocked waters, with a minimum of 
one per district, are quantitatively evaluated each year. 


During our review we were informed that post-stocking assessments were 
seldom carried out by the districts. We understood that the Fish Culture Section 
of the branch had received less than 20 assessment reports out of all the water 
bodies stocked in the past year. 


We recommended that assessments be performed to ensure the 
stocking efforts were directed to areas of highest priority and were 
carried out in the most efficient manner. 


Stocking Priority 


In 43 districts which stocked fish in 1983 we found that 26 were stocking 
solely to provide artificial fishing opportunities. Furthermore, there was no 
evidence that a quantitative analysis of fishing demand and current fish 
population was performed prior to stocking water bodies for artificial 
fishing opportunities. While recognizing that the provision of artificial fishing 
opportunities was necessary to alleviate fishing pressure, we were concerned with the 
lack of a long term program in these districts aimed at rehabilitating the fish 
population. . 


We recommended that the present policy on stocking be reviewed 
to take this into consideration. 


User Fees and Resident Angling Licences 


Currently, there are no fishing fees or licences for residents of 
Ontario fishing in Ontario. During our review we noted that: 


eThe Ministry did not have a clear statement of policy on pricing 
— one that was consistent amongst all programs. While provincial 
park users must pay entrance fees and hunters must purchase a hunting 
licence, resident anglers do not have to pay a fee to utilize the fishing 
resources of the Province. 


is 2 . . . x =) . C . 
Although Ontario introduced a resident angling licence in 1969, it 
was withdrawn after one year. We were advised that Ontario is the 
only jurisdiction in North America without a resident angling licence. 


Based on Ministry estimates, projected annual revenue from a $5 
licence would be between $5 million and $10 million. 
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*A Ministry study had shown that the institution of fishing user | 


fees for residents of Ontario would be an important source of 
revenue which could contribute significantly to existing angler 
oriented programs. 


Licensing of resident anglers would also provide a data base that 
is presently lacking. Without such a data base, angler information 
must be obtained from expensive, less frequent and relatively 
inefficient large scale surveys. 


Accordingly, we recommended that the impact of not having 
resident fishing licences be assessed again. 


Parks and Recreational Areas Branch 


| 
) 
| 
| 
: 


: 


| 
{ 
’ 


| 


The Parks and Recreational Areas Branch is primarily responsible | 


for the operation of the 131 provincial parks in Ontario. The parks are | 
divided into six classifications, based on environmental features and the | 


type of recreational activities provided: wilderness, nature reserves, 


historical, natural environment, waterways and recreation. 


Rates of Pay — Seasonal Staff 


During the summer the Ministry hires seasonal staff to work in: 


provincial parks primarily as gate staff and manual workers. 


We noted that the wage rates used by the Ministry for seasonal staff were — 


much higher than those of other provincial organizations for similar work. For 


example, the Ministry pays unclassified gate staff $7.91 per hour and student 


workers between $5.54 and $7.39 per hour depending on their experience, while two 


provincial parks commissions pay $3.85 and $4.10 per hour respectively for similar 
positions. 


Ten of the larger districts, which together spend approximately 57 
per cent of the total budget of the Parks and Recreational Areas Branch, | 


use gate staff for approximately 112,000 hours during the summer. By 
reducing the wage rates for gate staff by $1.50 per hour, the Ministry | 
would save $170,000 in these ten districts alone. This amount would be. 


diate ; 
mucn higher if the rates for manual workers were also reduced. 


While we were advised that the Branch has consulted the Personnel. 


Services Branch of the Ministry on this issue, little progress had been made © 


at the time of our audit. 


Hiring of Consultants 


. Since the 1960’s, the Development Section has continuously used the 
services of consulting firms to provide full time staff assistance to the Section, as | 


pase Additionally , consultants often worked for the Ministry for periods | 
of a year or longer; for instance, we noted that one consultant being paid 
$23.50 an hour had been employed by the Branch since February 1980. 
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The continual use of a consultant was contrary to Section 50-4 of the Ontario 
Manual of Administration which states that ‘‘Ministries shall not engage consultants 
on service contracts for the performance of work that is both full time and 
continuous.’’ In addition ** ministries shall not allow a supplier to 
develop a privileged relationship with the ministry as a result of an 
indefinitely continuing assignment. Specific assignments shall not exceed 
three years without Management Board approval.”’ 


We could find no evidence of Management Board approval and 
understood that the retention of such services did not even require approval 
at the Director level of the Branch. In addition, in spite of the length of 
these engagements, no written performance evaluations were prepared for 
any of these consultants. 


We recommended that the Ministry: 


(1) review the arrangements with the consulting firm to determine 
whether it would be more economical to hire contract staff: 
and 


(2) prepare performance evaluations for these consultants. 


The foregoing comments were included in a report dated September 
28, 1984. The Ministry has not had an opportunity to respond and we are, 
therefore, unable to present its views on the subject matter. 


3.19 Status of the Telecommunications Project, Ministry of the 
Solicitor General 


In section 3.15 of our 1983 Report, we commented on the 
escalating cost of the O.P.P. Telecommunications Project. The initial 
estimate approved by Management Board of Cabinet in January 1980 was 
for $24.4 million. In August 1982, a further application and report to 
Management Board presented a revised estimate of $54.5 million, which 
represented an increase of 123% over the initially approved amount. 


In December 1982 a Project Review Committee (PRC), chaired by 
a senior official from the Management Board Secretariat, submitted a 
Teport to Management Board which included a number of 
recommendations designed to improve management control over the 
project. Also included in the submission was a report by a Technical 
Advisors Team which estimated the total project costs at $66-71 million. 
Immediately following the PRC report, a Cabinet Minute was issued on 
December 15, 1982 which requested that a Project Team be established 
under a General Manager and that the Ministry submit an Implementation 
Alternatives Report, including total Project costs, by July 1, 1983. 


As a result, a Project Team was established and new senior 
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personnel were appointed in early 1983. The Project Team identified three — 
immediate priorities, which were outlined by the Deputy Solicitor General | 
at the March 1, 1984 meeting of the Standing Public Accounts — 
Committee. 


¢Improve the overall management of the Project; 


«Address several issues related to the outstanding equipment | 
contract; and 


¢Prepare the Implementation Alternatives Report (IAR) as. 
requested by Cabinet. | 


We have been advised by management that the status of each . 
priority is as follows: | 


eThe Team has developed and implemented a project management | 
system and reviewed all financial and administrative procedures | 
for the Project, with modifications being made where appropriate. 
An internal audit report confirmed that all necessary management | 
controls were in place with the exception of an inventory control | 
system. This area was in the process of being addressed. 


eThe Project Team requested and obtained approval from 
Management Board to commit additional funds for the acquisition | 
of the necessary facilities and services to proceed with a field test | 
of contracted equipment. The field test was scheduled for 
completion in October 1984. The results of the test will be | 
evaluated and reported to Management Board as the first section | 
of the IAR. 


«The IAR was not submitted to Management Board by July 1, 1983 
as originally requested. However, Management Board 
acknowledged the Ministry’s commitment to provide the IAR by — 
June 30, 1984. On June 29, 1984 the Deputy Solicitor General | 
informed Management Board that, as a result of several delays, | 
the projected date for the finalization of the report had been — 
changed to March 31, 1985. | 


In the meantime, however, a technical consultant has been | 
contracted to manage the completion of the report, additional engineering | 
staff have been hired and a preliminary report plan has been prepared. 


The Project’s current (September 1984) spending level approved by | 
Management Board is $31.3 million. Actual expenditures from Project | 
Inception to September 30, 1984 total approximately $19.6 million. | 
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3.20 Lack of Efficiency re Examination, Inspection and Enforcement 
Activity, Ministry of Transportation and Communications 


One segment of a recent audit of the Ministry dealt with the 
Examination, Inspection and Enforcement Activity which had 
expenditures for the 1984 fiscal year of $26.5 million. One of our 
objectives was to assess the adequacy of management controls in place to 
properly monitor and evaluate the efficient utilization of regional 
resources. 


We concluded that improvements were required over management controls 
in place to monitor and report on the utilization of regional human resources. 


*The Highway Carrier function lacked an adequate system of 
control to ensure inspections by staff were being conducted in a 
complete and consistent manner. 


¢The adequacy of staff levels could not be accurately established in 
the absence of a desired level of enforcement for the Highway 
Carrier sub-activity. 


However, we understood that a Management Reporting System was to be 
fully implemented in 1984 which should provide management with the necessary 
data to assist them in monitoring the utilization of resources. 


DETAILED FINDINGS AND RECOMMENDATIONS 
Overview 


The major sub-activities of the Examination, Inspection and 
Enforcement Activity are: 


Driver Examination 


The objective of this sub-activity is to ensure that future drivers are 
both physically and mentally capable of safely handling a motor vehicle in 
accordance with the rules and regulations regarding traffic and pedestrian 
safety. The testing of potential drivers is done by Ministry examiners 
located in 163 test facilities. Expenditures for the 1984 fiscal year were 
$7.7 million. 


Highway Carrier 


The objective of this sub-activity is to ensure that all highway 
carriers and truck operators operate in accordance with provincial safety, 
weight and licensing regulations. Through the physical inspection of trucks 
at weigh stations and mobile patrols, Ministry personnel are responsible for 
enforcing provisions under the Highway Traffic Act, the Public Vehicles 
Act and the Public Commercial Vehicles Act. Expenditures for the 1984 
fiscal year were $5.6 million. 
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Vehicle Inspection 


The objective of this sub-activity is to ensure all vehicles travelling. 
on Ontario highways are mechanically fit and to ensure a thorough check is 
carried out on used vehicles before a certificate of mechanical fitness is, 
issued. Vehicle safety is monitored through the motor vehicle inspection 
station and commercial motor vehicle inspection programs. Expenditures | 
for the 1984 fiscal year were $3.7 million. | 


Weaknesses in System to Monitor Highway Carrier Inspections 


We felt there were several inherent weaknesses in the present system and. 
questioned whether the Ministry was obtaining sufficient information to 
determine that the level and consistency of enforcement throughout the: 
Province was adequate. : 


Inspections carried out were not documented by way of an inspection | 
report. Reports were only generated in those instances where an 


inspector had observed a violation. Consequently, the inspector's | 
judgement could not be monitored in cases where violations were 
not noted. | 


—vVisual inspections of vehicles as they drive through the station (sight | 
checks) were not differentiated from the more complete physical | 
inspections in arriving at reported total inspections. | 


—The number of inspections conducted at weigh stations was not 
maintained by individual inspector. Rather, the number of daily 
inspections conducted was divided equally among the station’s | 
crew. | 

We recommended that management consider: : 

| 

(1) the feasibility of introducing a checklist which could be quickly 

filled out for each vehicle stopped and inspected. This form: 
could include type of vehicle, items inspected and results of | 
inspection; 


(2) segregation of visual and physical inspections for reporting 
purposes; 


(3) accumulating inspection statistics periodically by inspector for’ 
the purpose of highlighting any significant variances among 
inspectors. 


We believed the benefits derived from such a system would: 


—Pprovide management with some degree of assurance that 
inspections were being carried out on a consistent basis; | 
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—provide comparative statistics by inspector on the number of 
inspections by type and relate these to rates of non-compliance. 
This type of information could be useful for management’s 
analysis of field staff performance. 


We understood that the newly created Compliance Strategy 
Committee was also concerned with these matters and was planning to 
address some of the issues commented on by us. 


Allocation of Human Resources 


Our review disclosed that the Examination, Inspection and Enforcement 
Activity did not have an adequate system in place to formally monitor and report on 
the utilization of its regional human resources. This condition had existed for a 
number of years. 


We noted that there were wide variations in workloads between 
districts for all three sub-activities. For instance, driver examination 
inspectors in the central region carried a much heavier examination 
workload than those in the Northern region while truck inspection as a 
percentage of traffic flow showed significant variations among districts. 


Until quite recently, information on human resources utilization 
was not being accurately accumulated and reported. However, in response 
to recent financial and manpower constraints management was in the 
process of implementing a new management reporting system (MRS). This 
system, when fully implemented in 1984, is expected to provide program 
management with the necessary data needed to monitor the productivity 
and allocation of its regional resources. 


Concerning the staffing of the highway carrier area, we also believed that 
the Ministry must more clearly define exactly what level of enforcement is required. 
At the time of our audit, the Ministry had not determined a level of enforcement for 
this activity. This, as discussed previously, may create inequities in the level 
of enforcement in different areas of the Province. 


An informed decision as to the level and allocation of resources to 
each district can be made once the new MRS is providing reliable workload 
Output indicators to compare with the mandated level of enforcement 
desired. 


We commended the Ministry’s initiative in developing this new 
Management reporting system and, as with any new process, we 
anticipated that further improvements and refinements would be made in 
the coming year. The Compliance Strategy Committee was to develop a 
new direction for achieving compliance in the most efficient manner. The 
final report of this Committee was scheduled for completion in July 1984. 


110 AUDITOR’S REPORT FOR 1984 


On September 14, 1984 the Deputy Minister commented as 
follows: | 
Weaknesses in System to Monitor Highway Carrier Inspections 

“We agree with the finding. As noted in the report, the 

Compliance Strategy Committee ts addressing these issues | 


at this time and the issue of visual inspections versus 
physical inspections will be resolved as a result.”’ 
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4.1 Introductory Comments 


The term Crown Agency for purposes of this segment of the 
Report includes both agencies of the Crown and Crown controlled 
corporations, as defined in Exhibit 1 of this Report. A listing of agency 
of the Crown and Crown controlled corporation audits, by category, for 
the year ended March 31, 1984 is included as Exhibit 7 of this Report. 


4.2 Government and Legislative Review of Agencies, Boards and 
Commissions 


Sunset Review Process 


In last year’s report (section 4.3) reference was made to the sunset 
review process and to the review activities of the Standing Committee on 
Procedural Affairs in respect of Provincial Agencies. This section is 
intended to update the information provided. 


The objective of a sunset review is to determine as at a specified 
date whether an agency should be terminated or continued for a further 
period of time. A review is undertaken by the responsible ministry in 
consultation with other ministries, individuals and groups as appropriate. 


The policy, procedures and guidelines for sunsetting an agency are 
outlined in the Ontario Manual of Administration, section 25-7. 


Advisory agencies existing as at March 12, 1980 were scheduled 
for sunset reviews on a staggered basis commencing March 31, 1982. 
Advisory agencies established after March 12, 1980 have a sunset 
provision included in the legislation, order in council or regulation 
establishing the agency. Operational and regulatory agencies established 
after March 12, 1980 are also subject to a sunset review, unless Cabinet 
decides otherwise. No formal sunset review dates have been established for 
10 of the 34 agencies created after March 12, 1980. 


As at March 31, 1984 a total of 100 agencies (93-1983) had been 
Subject to sunset review. As at that date 81 (62-1983) agencies were so 
reviewed. As a result of these reviews 19 (15-1983) agencies have been 
terminated and 62 (47-1983) have been continued. When it is decided to 
continue an agency a subsequent sunset review date is established. With 
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respect to subsequent reviews, 10 such reviews have been carried out as at 
March 31, 1984. | 


At the commencement of the sunset review process a total of 267 
agencies had been identified by the Agencies Review Committee (the 
predecessor to the sunset review process as explained in last year’s report). 


Essentially, these agencies consisted of: | 


eorganizational units with ongoing responsibilities to which some 
or all of the members were appointed by the government, | 


ecorporations in which the government was a majority’ 
shareholder. | 


Despite the termination of agencies under the sunset review. 
process, as at March 31, 1984 the number of agencies had increased to 215 
(27-1955). Uhe following i is a summary of the relevant activity. 


Advisory Operational Regulatory Total 


Agencies as at March 12/80 78 80 109 267m 
Agencies subsequently deleted from | 


the sunset review process (see note) 2 =9 a 2 | 
76 80 109 265 
Agencies established subsequent to | 
March 12/80 ie 11 le: = | 
88 91 120 299% | 
Agencies terminated as a result of the | 
sunset review process 18 | = i 
70 90 120 280 
Other Agencies not subject to the : 
sunset review process but either | 
amalgamated with other existing 
Agencies or inactive “= 4 I 3 
Agencies as at March 31/84 70 86 a Be 275 


Note: —Ontario Hockey Council privatized. 
—Crown Timber Boards of Examiners converted to an ad hoc body. 


Standing Committee on Procedural Affairs 


The Standing Committee on Procedural Affairs, established by the 
Legislature in June 1977, has also been given the power to review the 
Operations of all Aconcies. Boards and Commissions to which the, 
Lieutenant Governor in Council makes some or all appointments, and all 
Corporations in which the Crown in right of Ontario is a majority. 


shareholder. The reviews are undertaken with a view to reducing, 
redundancy or overlapping. 


| 
| 
| 
| 
’ 
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As at March 31, 1984, this Committee had tabled seven reports in 


“the Legislature detailing the results and recommendations of its review of 
44 (39-1983) Agencies, Boards or Commissions. These reviews 


concentrated mainly on regulatory or operating Agencies, Boards or 


Commissions. Ministers responsible for the Agencies were requested to 


respond to recommendations of the Committee and the responses were 
included in subsequent reports tabled in the Legislature. 


This Committee has recommended two Agencies to be terminated. 
One of these was terminated prior to the establishment of the sunset review 


process. In the other instance, it was decided to continue the agency as a 


result of a further review by the sunset review process. 


4.3 Inadequate Procedures to Measure Effectiveness of Loans, 


The Development Corporations 


The combined audited financial statements of the three 


Development Corporations (Ontario, Northern Ontario and Eastern 


Ontario) for the year ended March 31, 1984 are reproduced in Volume 2 of 


the 1983-84 Public Accounts. These Corporations were established to 
encourage and assist in the development and diversification of industry in 


Ontario. The Corporations provide financial assistance by loans, grants, 
guarantees or purchase of shares or other securities, and by the provision of 
sites, equipment, premises, facilities and services. 


During the current audit of the three Corporations, we noted that 


procedures to measure the effectiveness of loan programs were inadequate. 


Accumulation and Reporting of Employment Creation Statistics 


The Corporations collect information on projected employment to 
be created by the recipients of loans and guarantees. We reviewed 
‘Management reports, Managing by Results (MBR) abstracts and the 
method of compilation and determined that the job statistics appearing in 
these reports may be misinterpreted. The following problems were noted: 


(i) jobs related to loans which were rescinded were included in the 
projections of jobs created, thereby overstating job projections; 


(ii) double counting of projected jobs occurred in cases where additional 
funding had been approved; 


(ili) projections have been referred to in reports as actuals; 


(iv) reports did not disclose that the projections were based on approved 
loan limits and not on actual loan disbursements; 


(v) there was no segregation of loans and guarantees by program 0! 
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objective even though job creation was not the prime objective of each’ 


program. 


The impact of the aforementioned problems on the projected 
number of jobs created is as follows: | 


(i) Inclusion of Jobs Related to Rescinded Loans | 


For the three Corporations, management reports and the MBR 
abstracts report employment figures gross rather than net of loans 
which were rescinded. 


We reviewed loan rescissions for years 1981 to 1984 inclusive and 
found that on average the Corporations’ reported number of jobs 
created over a one and five year period were overstated as indicated in. 
the following table because rescinded loans were also included. | 


1983-84 as Reported Average Revised Projections | 
in Management Report* Rescissions as a Result of Audit | 
(Based on 3 year | 
period) 
Ontario Development Corporation 
Year | 3,462 1,056 2,406 
Year> 8,549 2,810 Bind poke, 
Northern Ontario Development Corporation | 
Year | 1,308 107 120 ! 
Year 5 2,208 243 2,070 | 
Eastern Ontario Development Corporation 
Year | 985 320 660 
Year 5 2,856 Leo, 1,499 


* These same figures were used to prepare the MBR submission. | 
Management of the Corporations was of the opinion that the gross | 
figures were representative since the loan consultant would have aided 
the prospective borrower to obtain financing elsewhere. This assumes: 
that all rescissions were made because the prospective borrower was. 
successful in obtaining the entire funding from another source. 
However, our review of reasons for rescission did not provide 
evidence to substantiate this assumption. Of the 36 rescissions tested 
only 4 were able to obtain financing elsewhere. 


We acknowledged that the activities of loan consultants might 
contribute significantly to a borrower’s ability to obtain financing. 
However, we felt it was more appropriate to measure separately the 
activities and contributions of consultants. This could be done by 


comparing output to predetermined standards or levels of activity and 
service. 


We recommended that rescissions not be included in the 


determination of total jobs projected and that consulting services be 
measured separately. 
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(11) Double Counting 


(iil) 


(iv) 


A borrower who received funding from the Ontario Development 
Corporation in December 1981, applied for and received additional 
funding under the same program in September 1982. 


The same employment statistics were reported on both occasions. To 
accurately reflect the borrower’s employment forecast and to avoid 
double counting, the projection should have been included only once. 
At the time of our audit, there was no reliable system to detect such 
duplications. 


Projections 


Before providing loans or guarantees to prospective borrowers, the 
Corporations require the applicant to include the effect of their project 
on employment after project completion, usually at the end of one 
year and after five years. Once the loan or guarantee is approved, 
these figures are compiled and disclosed as ‘‘actual’’ additional 
employment for year 1 and year 5 in management reports and the 
MBR abstracts. These figures, however, do not represent actual 
additional employment since they are only projections. It is therefore 
misleading to refer to them as actuals in any external reports. 


Statistics Reporting 


In cases where the Corporations report these statistics externally, the 
reader should be made aware that they are based on approved loan 
limits and not on actual disbursements. Most jobs would not be 
anticipated until final disbursement. For this reason any attempt to 
compare jobs created and money disbursed would be distorted. 


‘(v) Additional Measures of Effectiveness 


The prime objective of each corporate program is not necessarily job 
creation. In some cases funding is provided to stimulate exports, to 
upgrade tourist resorts or even to protect existing jobs. Therefore, the 
current unit of effectiveness measurement should be supplemented 
with measures that relate directly to program objectives. 


We recommended that the Corporations segregate loans and 
guarantees by program objectives and develop specific measures of 
effectiveness. Consideration should be given to reporting this 
information in the MBR abstracts. 


!nitial Employment Projections Not Confirmed 


The Corporations had not systematically gathered, monitored or evaluated 


actual data on employment creation to determine whether they had achieved their 
dbjectives. A recent survey aimed at addressing this problem was not fully 
satisfactory. 
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This survey, relating to borrowers with fully disbursed loans, 
requested written confirmation of the number of employees on the 
borrowers’ payroll at the date nearest to March 31, 1984. | 


Our review of the survey procedures revealed the following 
deficiencies: | 


eThe form sent to borrowers did not require differentiation between. 
part time and full time employees. Since the Corporate definition 
of a job refers to full time employment, the survey would not 


provide the necessary information to evaluate the program. 





-Respondents were not asked to provide information on the actual, 
number of employees prior to receiving financial assistance. 


Although this information is captured at the time of granting) 
assistance, older information is less reliable. | 


eInformation on financing obtained from other sources was not 
requested. A more meaningful results indicator would take into 
account that jobs may have been partially attributable to other 
sources of financing. 


We recommended that the Corporations obtain more specific 
information on jobs created. Future surveys should be revised to report 
jobs created using a standard unit such as person years or clearly segregate 
full time from part time employment. This information could then be used 
to compare to projections submitted by the borrower and included in the 
MBR abstracts. | 


Reporting the Cost-per-Jobs Created 


The Corporations had not formally established any indicators to assess the: 
cost-per-jobs created as a basis for comparison to other government programs: 
having similar objectives. A relationship such as dollars spent for jobs createc 
IS an important criterion to relate the benefit obtained to the dollars spent. 


| Key performance indicators relating costs to outputs should be 
included in the MBR abstracts and compared to other job creation 
programs. | 


The Corporations replied as follows on September 19, 1984: 


‘Employment statistics are extremely difficult to deal with 
in anything but a very simplistic way. The Corporation uses 
two basic employment numbers: 


‘Forecasts by entrepreneurs, which are used in initial case 
comparisons. 


*Actual employment statistics, to evaluate overall program | 
effectiveness. 
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‘We agree that these statistics should be accurately 
labelled. However, we do not agree with the suggestions 
made, as they add unnecessary complications to a very 
rough and ready tool. 


‘Finally, we do not agree with program comparisons based 
on cost per job created. Actual cost is rarely available, as it 
is a very complicated calculation. Our performance can 
only be measured in rough incremental surrogates, such as 
export sales, manufacturing sales, tourism sales, and sector 
growth and death rate comparisons. We are currently 
developing these tools, and are actively discussing these 
topics with ministries, all the other provincial governments, 
the federal government, and universities both in Canada 
and the United States. We expect to institute such 
measurement tools during the 1984/85 fiscal year.’ 


1.4 Questionable Use of Consultant and Non-Compliance Matters, 
Liquor Control Board of Ontario 


The Board, a corporation without share capital, has purposes which 
nclude the buying, importing and selling of liquor and the establishment of 
;overnment stores for the sale of liquor to the public. The Board’s audited 
inancial statements for the year ended March 31, 1984 are reproduced in 
Volume 2 of the 1983-84 Public Accounts. 


Our current year’s audit report to the Board highlighted the 
ollowing matters: 


°A firm of consultants was retained, without the benefit of 
competitive selection procedures or a written agreement, to 
essentially duplicate work already completed by a government 
ministry. 


°A long delay (more than two years) had been experienced in the 
approval of a revised Memorandum of Understanding. 


*Non-compliance with policies contained in the Ontario Manual of 
Administration (OMA) was noted in the following areas: 


—Employee relocation benefits were more liberal than those 
contained in the Manual; 


—Board-owned vehicles were sold to Board employees instead of 
being disposed of by public auction; and 


—Employee absences were not being monitored. 
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PURCHASE OF CONSULTING SERVICES | 


On May 24, 1983 Management Board of Cabinet approved a 
request from the Ministry of Government Services (MGS) to enter into a 
contract with an insurance company to provide group life and health 
insurance coverages effective August 1, 1983 for certain groups within the: 
Ontario Public Service, including the employees of the LCBO. | 

MGS commenced the process of tendering for these coverages in 
late 1982. The process was coordinated by the Chief Actuary of MGS, 
with assistance being provided by an outside consultant, acting in an 


advisory capacity, at a cost of approximately $9,000. 


I 


From January to September 1983, the Board, acting independently, 
retained the services of another firm of actuarial consultants at a cost in excess of 
$25,000. These consultants essentially reviewed the details supporting the quotations 
undertaken by MGS and performed an analysis of the costs quoted as specifically, 
applied to the Board. They concurred with the conclusions reached by MGS 
and its selection of the insurance company. | 

Our review revealed the following deficiencies: | 
(i) We were unable to satisfy ourselves as to why the Board had retained its 

own consultants and thus duplicated work which, in effect, was being 
handled by MGS overall. Also there was no evidence of competitive 
selection and no documentation justifying the retention of these, 
consultants. | 


(ii) There was no written agreement between the Board and the consultants 
to indicate the objectives and cost of the review. ! 


. . e ° ° ° ° . | 
On discussing the deficiencies, the Board’s senior official: 
responded as follows: | 


(a) The firm of actuarial consultants retained by the Board was the 
same firm that had been providing services to the LCBO since 
1979. The engagement of a new firm was not, therefore. 
considered necessary. | 


{ 


(b) The approval from Management Board of Cabinet of May 24. 
1983, should not have included the LCBO as it was not unti’ 
August 24, 1983 that the Board’s Joint Insurance Benefits 


Review Committee recommended a change of carrier for the 
BEBO | 


(c) The actuarial consulting firm was involved in a series 0 
meetings and discussions. The process followed was similar tc 
that of MGS but was necessary to satisfy the terms of the 
Board’s Collective Agreement and in the interests of sount 
labour relations. | 


| 
{ 
; 
{ 
i 
\ 
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On following up the comments made by the Board’s senior officials, we 
noted no evidence of a formal contract with the firm of actuarial consultants 
detailing the services to be provided to the Board on an ongoing basis. 
Additionally, we held discussions with a senior Ontario Government 
official involved in the tendering process for the government as a whole. 
He reiterated our concerns that the LCBO had substantially duplicated efforts and 
that the retention of independent consultants by the Board was questionable. The 
official also advised that the three insurance companies which submitted 
bids were re-interviewed by the LCBO. This apparently created some 
confusion amongst the three insurance companies and cast doubt on the 
credibility of the government’s tendering process. 


MEMORANDUM OF UNDERSTANDING 


Our management controls audit report dated July 22, 1983 
mentioned that on January 30, 1980 the then Minister of Consumer and 
Commercial Relations and the recently retired Chairman of the LCBO 
signed a Memorandum of Understanding clarifying the administrative 
relationships between the Minister and the Board. The agreement was subject 
to review on the appointment of a new Minister or Chairman. 


| We indicated that there had been two changes of Ministers since the date of 
signing of the original agreement and that in April 1982 the Board had forwarded a 
copy of the revised agreement to the Ministry for review and the Minister’s 
signature. 


During our current review we noted that a reply had still not been received 
from the Ministry. We understood from the Board that it was in the process 
of forwarding another revised memorandum to the Ministry for review due 
to the appointment of a new Chairman on July 15, 1984. 


The Memorandum of Understanding of January 30, 1980 states that the 
Executive Directors’ Committee of the Board ‘‘shall adopt those sections of the 
Ontario Manual of Administration (OMA) that complement the business-like 
operations of the Board.’’ During the course of our current year’s audit we noted 
three instances pertaining to employee relocation, sale of vehicles and_ staff 
attendance, where the LCBO did not follow OMA policies. 


EMPLOYEE RELOCATION 


The Board anticipates that approximately 130 of its Toronto 
warehouse employees will eventually relocate to the Durham Regional 
Warehouse in Whitby. Total cost of relocation is estimated at $500,000 
with the maximum cost, assuming all employees move and claim all 
>xpenses at the highest level, being estimated at $900,000. As at March 
31, 1984, 18 employees had relocated at a cost of approximately 
591,000. 


In order to facilitate the move, a policy referred to as ‘‘Enhancements to 
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Collective Agreement’’ was drawn up by the Board and approved by the Executive, 
Directors’ Committee in December 1982. The policy stipulates certain conditions 
which have to be met before employees become entitled to claim relocation expenses. 

One such condition is that an employee must have moved at least 20 kilometers 


nearer the new warehouse. 


The OMA stipulates a distance of 40 kilometers in allowing for 
relocation/moving expenses. Although the Board was aware of this policy, a decision 
was made nonetheless to use a distance of 20 kilometers. The decision was based on 
the rationale that it was only marginally more liberal and had the benefit of being 


administratively simpler. 


In addressing our concerns, senior officials of the Board advised 
that the policy recommendations under “‘Enhancements to Collective 
Agreement’’ were made to the Executive Directors’ Committee after 
taking into account the practice which had been established by Ontario 
government Ministries such as the Ministry of Revenue. The 
enhancements made were not nearly as extensive as those approved by 
Management Board of Cabinet for the Ministry of Revenue. | 

| 

In our opinion, as the full impact on ultimate costs was uncertain 
and as the policy contravened provisions of the OMA, approval from 
Management Board of Cabinet should have been obtained as was done by 
the Ministry of Revenue. 


SALE OF BOARD-OWNED VEHICLES 


During the year ended March 31, 1984, the LCBO sold 16 of its 
fleet of 24 Board-owned vehicles for approximately $45,000. Of these, § 
were sold to employees of the Board for $15,000. | 
In our review we noted the following deficiencies: | 
«We found no written policies and procedures for the disposal of) 

Board-owned vehicles. | 


* There was no documentation to support the selling prices of the 
vehicles. On enquiry, we were informed by management that they 


obtained the selling price verbally from a vehicle leasing 
company. 


*We found no evidence to indicate that all employees of the LCBO were 
afforded an opportunity to bid for these vehicles. We were advised tha 


the employee who drove the vehicle was the one who purchasec. 
It. 


| 


The OMA (section 40-3) contains certain guidelines on the disposal oO 
government-owned vehicles, one of which requires the Ministry of Transportation 
and Communications to dispose of motor vehicles by public auction. In addition | 


/ 
| 
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other guidelines of the OMA (section 35-8) prohibit the sale of assets to any public 
servant. 


| STAFF ATTENDANCE 


We noted that the Board neither maintains statistics nor monitors employee 


absences. In addition, a Board-wide average for absences has not been 
established. 
} 


| Our test of the attendance records of. store employees and 
‘employees of one warehouse, for the year ended March 31, 1984, revealed 
that absences under the short term sick plan averaged 16.12 and 12.47 days 
| respectively. These absences were significantly higher than absences in other parts 
of the Ontario government. 


The OMA (Volume 2, section 6-11) outlines the objectives and means of 
implementing an Attendance Improvement Program. The purpose of this 
program Is to reduce lost time by ensuring that sick leave usage is restricted 
to instances where an employee is prevented from carrying out his/her 
duties because of personal illness or injury. Specific responsibilities 
outlined include monitoring absences and taking remedial action where 
required. 


The foregoing matters were transmitted to the Board on September 
25, 1984. Since the Board has not had an Opportunity to reply, we are 
unable to present its views on the matters raised. 


4.5 Inadequate EDP Controls and Other Deficiencies, Motor 
Vehicle Accident Claims Fund 


The Motor Vehicle Accident Claims Fund was established under 
he Motor Vehicle Accident Claims Act to provide compensation to 
nnocent victims of motor vehicle accidents caused by uninsured or hit 
ind run motorists in Ontario. The audited statement of the Fund for the 
‘ear ended March 31, 1984 is reproduced on page 3-15 in Volume | of 
he 1983-84 Public Accounts. 


During the current year’s audit, we noted that: 
*EDP procedures and controls were deficient. 
* Monitoring of collection agencies’ performance was inadequate. 


Some of these matters had also been noted by the Ministry’s 
Consumer and Commercial Relations) internal auditors in their reports of 
Aay 12 and October 16, 1981. 
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EDP PROCEDURES AND CONTROLS | 


The Fund uses a computerized accounting system for setting up 
and maintaining data related to claims and accounts receivable. In this 
connection, the necessary processing services have been rendered by a 
commercial service bureau since July 1982 in accordance with a series of 


six month renewable contracts. : 


| 


It was management’s intention to use the time afforded by the 
most recent contract to develop alternative arrangements to replace the 
present system. These were in the process of being completed along with 
a request for the necessary funding. 


The Ministry (Consumer and Commercial Relations) is aware of 

the shortcomings in the present system which include: | 
—poor documentation both from a systems and user viewpoint; | 

| 
—the programs written in an outdated computer programming language 
necessitating the services of an independent contract consultant to 
maintain them; and ) 


—known errors in the system which are too difficult or costly to correct. — 
COLLECTION AGENCIES | 


In an attempt to maximize collections and at the same time reduce 
costs in utilizing its own staff, the Fund, since 1980, has been relying on’ 
the services provided by outside collection agencies to collect accounts. 
As at March 31, 1984, three collection agencies were being used tc 
collect approximately 30 per cent of the Fund’s total accounts receivable 
of $126.7 million. ! 
Lack of Control over Accounts | 

Accounts are normally reviewed by Fund staff and where 
appropriate turned over to one of the outside agencies for collection. As¢ 
result of deficiencies in the EDP system and program to record codes for collection 
agency accounts, management was unable to accurately determine how many of it: 
accounts were in the hands of collection agencies. | 


We understood that Fund staff had only recently completed it: 
attempt to construct a manual list indicating which accounts were being 
handled by various collection agencies. 

Monitoring Agency Performance | 


| 


Other than recording collections for each agency, little monitoring hae 
been carried out by the Fund on the performance of each agency. 


During the 1984 fiscal year agencies reported collections totalling 
approximately $900,000 which represented only 2.4 per cent of the tota 


| 


y 
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dollar value of accounts assigned to the agencies. We recognized that 
while the percentage figure was low, it might not be significant by itself, 
unless compared with the collection experience of other agencies or 
industry norms. 


We recommended closer monitoring of each agency’s 
performance in collecting accounis to ensure collections were being 
maximized. 


Unearned Commissions 


Remittance advices, submitted by agencies, showed payments 
made by debtors directly to the Fund and directly to the collection agency 
and the agency’s commission thereon. However, amounts reported on the 
remittance advices were evidently not checked to ensure that the money 
was in fact received by the Fund or that the commission as calculated was 
accurate. 


To illustrate, our review revealed four instances where a collection 
agency’s remittance advices indicated that the Fund had collected directly a total of 
$85,000 as a result of collection efforts by the agency. In fact, no such payments 
had been received by the Fund. The agency, however, had credited itself with over 
$21,000 in unearned commissions on these payments. As a result of our audit, 
we understood that the agency was returning these unearned commissions 
to the Fund. 


We recommended that controls be strengthened to ensure 
iransactions relating to accounts in the hands of agencies are properly 
verified and accounted for in the Fund’s books. 


The Deputy ‘Minister of Consumer and Commercial Relations 
responded as follows on September 25, 1984: 


ollection Agencies 


“During the audit, a list of accounts assigned to the 
Collection Agencies had to be prepared manually because 
the computer system was unable to generate such a report. 
We have subsequently made modifications to the computer 
programs, and this report can now be generated 
automatically. As a result, we expect more timely 
information and improved controls over accounts assigned 
to Collection Agencies. 


‘Notwithstanding the foregoing, we are planning to 
eliminate the direct usage of outside Collection Agencies 
altogether. We have already reduced the number of 
: Collection Agencies utilized in assisting us with our 
collection efforts. It is our intention, at the expiry of the 
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current contracts with these agencies, namely June 30, 
1985, to refer all delinquent accounts to the Central 
Collection Agency, Ministry of Government Services. 


“Collection Agency monthly remittances are now being 
checked to ensure that commissions are correct, and | 
monies have, in fact, been received by the Branch. In | 
addition, the services of the specific agency mentioned in 
the report have been discontinued for new accounts 
collection.”’ 


4.6 Questionable Use of Caucus Research Support Funding, 
Office of the Assembly 


The financial statements of the Office of the Assembly for the year 
ended March 31, 1984 reflect expenditure of $34,560,052 and revenue of 
$124,986. With the exception of statutory payments, expenditures are 
made out of moneys appropriated by the Legislature, while revenue is 


| 
deposited into the Consolidated Revenue Fund. | 

During the current year’s audit we questioned whether $105,711 related te 
Caucus Research Support Funding was expended for the purposes for which it was! 


appropriated. 


| 
} 
| 


The Board of Internal Economy approved expenditure estimates 0! 
$3,886,800 for Caucus Support Services for the 1984 fiscal year. This 
represented a 9.7 per cent increase over actual expenditures in the amount 
of $3,542,176 for the previous year. | 

On December 16, 1983, the Board approved additional cau 
expenditures under a new category designated ‘‘Research Suppor 
Funding’’. The new designation was based on an amount of $5,250 pe 
Member for the 1984 fiscal year, effective October 1, 1983, predicated or 
the following Caucus representation: Government Caucus 41; Libera’ 
Caucus 33; N.D.P. Caucus 22. 


Based on this formula, the following additional amounts (proratec 


for one half a year) were made available to and spent by the three caucuse! 
for the 1984 fiscal year: 


Actual 

Available Expenditures 

$ $ | 
Government Caucus 107,625 90,963 
Liberal Caucus 86,625 92 903 
NDP Caucus 57,150 58,871 





252,000 242,735 
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Our review of the expenditures charged to the Research Support Funding 
accounts revealed the following items which did not, in our opinion, relate directly to 
research support activities. 


Caucus Amount Nature of Expenditure 
$ 
Government 89,451 Purchase of media studio equipment including 


video cameras, recorders, players and 
accessories. 


Liberal 5,444 Catering services for a 700 person reception 
held in March 1984 at the Legislative Assembly 
dining room. 


L323 Photographic services for above reception and 
legislative ceremonies. 
600 Honorariums paid to artists. 
NDP 8,893 Lump sum payment in March 1984 to 49 


existing full-time and temporary employees. 
Individuals received $200 or less. 


105,711 











We recommended that the types of expenditures allowed under this 
category of expenditure be clarified and formally documented. 


The Speaker of the Assembly subsequently replied as follows: 


“At meeting #13/83, the Board of Internal Economy 
passed a motion creating a new category of caucus 
allocation, effective October 1, 1983. The category was 
named ‘Research Support Funding’ and a per-Member 
figure was established for the remainder of the 1983-84 
fiscal year. The Board did not attach any specific conditions 
on the expenditure of these funds by individual caucuses. 


“You recommend that the types of expenditures allowed 
under this category be clarified and formally documented. 


““T will undertake to raise your recommendation with the 
Board of Internal Economy at the earliest possible 
| opportunity to see if the Board wishes to amend the present 
| procedures in order to implement your recommendation.” 


4.7 Review of Compliance with Ontario Manual of 
Administration, Office of the Ombudsman 


The financial statements of the Office of the Ombudsman for the 
year ended March 31, 1984 reflect total expenditure of $5.2 million. 
Expenditure of the Office is paid out of moneys appropriated by the 
Legislature. 
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The December 1983 Report of the Standing Public Accounts 


Committee recommended that ‘‘. . . the Provincial Auditor review the — 


by 


Office’s policies and procedures for compliance with the Manual . . . 


Accordingly, such a review was completed and we identified certain instances of 


non-compliance which warranted attention, the most significant of which related to 
accommodation and personnel management. However, management expressed the 
desire to comply with the Manual in all significant respects, and had already begun 


to take corrective action. 


OFFICE MANUAL 


The Office Procedures Manual is narrower in scope than the Ontario | 


Manual of Administration and does not indicate that where it is silent, the OMA is to 
be followed. A number of areas and instances of non-compliance were 
observed as follows: 


1) Office space exceeded space standard guidelines (see 
Accommodation). 


2) Employees were not charged for parking spaces. 


3) The Office had not established grievance procedures to deal 
with employee complaints. This issue has been raised before by 
the Select Committee on the Ombudsman. However, we were 
advised that a staff grievance committee had recently been 
established to make recommendations. 


4) There were no established salary ranges or classifications for 
positions. For example, there was a range of $17,000 for 36 — 


investigator positions from $23,000 to $40,191. Within each 
investigative branch, the job description was the same for all the 


investigators. We were advised that a ‘‘Salary Administration 
Conmimittee — 
classifications. 


had been established to set ranges and ! 


However, we were pleased to note that the areas of non-compliance — 
identified in our previous year’s report on the audit had been rectified and | 
procedures in those areas had been brought into compliance with the 
Ontario Manual of Administration guidelines. Items previously reported — 


included: 


—compensating leave being granted for overtime, in addition to | 


Management Compensation Option credits; 


—no documentation regarding approvals of discretionary leave. 
RELATED MATTERS 


Accommodation 


The 1983 Report of the Standing Public Accounts Committee 
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referred to a statement by the Office of the Ombudsman indicating that the 
current Toronto premises represented the Office of the Ombudsman’s 
commitment to economy. 


Our analysis indicated that because of the layout of the building and the 
amount of space which had to be taken in order to enter into the lease, the Office 
paid rent on a large amount of common area space and allocated more space for 
employee offices than provided for in the Ontario Manual of Administration 
guidelines. The office space rented was at least 2 times the area prescribed 
by the guidelines. In addition, $325,900 was expended on leasehold 
improvements, excluding furnishings, being $75,900 higher than the 
estimate provided when alternatives were considered. 


Although the price per square foot ($9.70) was lower than most 
available alternatives at the time, the excess space resulted in a difference 
of at least $100,000 per year in additional costs to take the Lillian Massey 
Building than if they had located in the most expensive alternative under 
consideration ($17.50) and had used the space standards guidelines. More 
reasonable alternatives were also available which would have resulted in 
Savings much greater than $100,000. 


We recommended that management continue to examine 
Opportunities for sharing space as well as any other viable alternatives for 
reducing occupancy costs. 


Recruitment Procedures 


The recruitment and application screening procedures of the Office 
of the Ombudsman were largely informal and not documented. 


There had been no documented approval to initiate competitions from either 
the Executive Director or the Ombudsman, as required by the Ontario Manual of 
Administration. Although a Policy and Procedures Manual for recruitment 
existed, our review indicated that many of the procedures were not being 
followed such as: 


*Competition panels generally did not include the personnel 
officer. 


*No minutes were taken during the interview process. 


«Employees were often recruited without any advertising for a 
position competition. 

Selection criteria for screening applicants were not documented in 
most cases. 


The Executive Director of the Office of the Ombudsman 
subsequently replied as follows: 
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Office Manual 


“The Administrative Procedures Manual will be reviewed 
and, when it is silent on a specific point, it will include a | 
general statement to indicate that, where appropriate, the | 
Ontario Manual of Administration is to be followed. | 


“In connection with the instances of non-compliance, we | 
wish to make the following comments: | 


1) As indicated subsequently under the heading, 
(Accommodation), we are continuing to explore 
opportunities to sublet spaces in the Lillian Massey with 
a view to reducing our rental costs. We wish to point out | 
however that strict compliance with space standards 
guidelines would entail substantial additional | 
expenditures on renovations in a_ building which | 
physically does not easily lend itself to alterations. : 
Conversely, if we were to break the present lease which | 
still has more than 6 years to run, we would also incur 
substantial expenditures in moving and _ leasehold 
improvement costs. 


2) Employees are being charged for parking spaces. 


3) A draft grievance procedure has been prepared and will : 
be issued as soon as a system of salary administration 
has been established. 


4) The Office has retained the services of a classifications 
officer who has the skills, objectivity and experience | 
necessary to recommend to the Ombudsman the | 
classifications of all the positions in the Office on a 
basis comparable to that used in the Public Service. 


“You should be aware that the Salary Administration 
Committee was not established to set ranges and 
classifications but rather to make recommendations to the 
Ombudsman on salary related matters.’’ 


Accommodation 


In connection with your observations on our office | 
premises in Toronto, we wish to assure you that we are | 
continuing to look for opportunities to sublet space in the | 


Lillian Massey Building in order to reduce our rental 
costs.”’ 
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Recruitment Procedures 


‘‘We are reviewing our recruitment and application 
procedures. We intend to formulate written procedures 
which will ensure, among other things, that there are 
documented approvals from the Ombudsman or the 
Executive Director for the initiation of competitions, that 
competition panels include the personnel officer, that a 
written record of interviews is kept, that employees who are 
hired meet the criteria contained in the job advertisement 
and that objective selection criteria are used.’’ 


4.8 Observations re Investments, The Ontario Cancer Treatment 
and Research Foundation 


The objective of the Foundation, a corporation without share 
capital, is to establish and conduct a program of research, diagnosis and 
treatment in cancer, including the recording and compilation of case data, 
the education of the public and the provision of training facilities. 


As at March 31, 1984 the Foundation’s assets totalled $44.3 
million, with corresponding liabilities of $3.6 million and fund equities of 
$40.7 million. Revenue of the Foundation’s Capital and Endowment Fund 
for the year (including grants of $38.0 million from the Province) was 
$42.6 million, and expenditure totalled $38.6 million. 


The book value of the investment portfolio of the Foundation had 
increased from approximately $14.7 million as at March 31, 1980 to 
approximately $27.5 million as at March 31, 1984. The value of 
investments at the close of the previous five fiscal years was: 


Year End ($ million) 
1980 14.7 
1981 Crt 
1982 16:5 
1983 24.0 
1984 2 


The Foundation endeavours to fulfill its objective through its seven 
ireatment clinics and research programs. However, the large increase in 
nvestments over the past five years to $27.5 million indicates that the funds of the 
Foundation have not been fully utilized to achieve its objective. We were informed 
oy management that during the next five years these funds will be used for 
‘esearch and the construction or expansion of new and existing clinics. 


Effective January 1, 1984, the Foundation appointed a trust company to 
nanage its investment portfolio at an annual fee of $20,000 plus commissions. We 
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drew the attention of the Foundation to the fact that one of the key — 
functions of the Office of the Treasury of Ontario is to provide investment — 
counsel to government agencies regarding investment portfolios. 


We recommended that the Foundation consider approaching the 
Office of the Treasury to ascertain whether it would be more economical to 
have its investment portfolio managed by that Office than by a private 
investment company. 


Although the preceding matter had been reviewed with officials of 
the Foundation, no formal report had been issued as at September 28, 
1984. Therefore, we are not able to present the Foundation’s views on the | 
subject matter. | 


4.9 Appointment of Distributors and Questionable Use of Public 
Funds, Ontario Lottery Corporation 


The Corporation was established to develop, undertake, organize, 
conduct and manage lottery schemes. The Corporation’s audited financial 
statements for the year ended March 31, 1984 are reproduced in Volume 2 
of the 1983-84 Public Accounts. 


Resulting from our current year’s audit, the following matters were 
reported to the Corporation: 


¢We questioned whether qualified applicants for distributorships 
were aware of openings, since there were very few current 
applications on file and the Corporation had not advertised for 
applicants since 1978. 


eContrary to normal practice in the Ontario public sector, the 


Corporation paid approximately $10,000 for a staff reception and 
dinner. 


DISTRIBUTORSHIPS 
Overview 


| The Corporation employs 47 distributors across the Province, who 
as independent businessmen and women, supply lottery tickets to 16,000 
retail outlets in Ontario. Distributors receive commissions on the tickets 
sold, handling fees for reimbursing winning tickets redeemed by retailers, 
and a service fee for terminals in their territory. Distributors purchase all 
Wintario, Provincial and Super Loto tickets from a Royal Bank branch and 
return all unsold tickets to the same branch for credit. 


The service involved for ticket handling fees includes reimbursing 
the retailer fora valid winning ticket, confirming that the ticket is a winnel 
by checking to published lists and taking the winning ticket to the bank fo! 
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reimbursement. Distributors receive fees for servicing the terminals for on 
line games (Lottario and Lotto 6/49) installed in retail outlets. In return for 
‘this service fee the distributor is required to ensure that retailers have 
sufficient supplies of ticket slips, ribbons for machines and point of sale 
‘promotional items. 


| The Corporation’s expenses for distributors’ commissions and fees 
for the 1984 fiscal year totalled approximately $8.5 million. 


Procedures for Appointment of Distributors 


The Corporation’s procedure in appointing a distributor is as 
follows: 


¢Any resident of Ontario who wishes to become a distributor can 
submit an application to the Corporation. 


¢The Vice President, Sales and Distribution, and his staff review all 
applications paying particular attention to those received in the past two 
years for a particular territory. 


«Applications with the proper qualifications and meeting certain 
criteria (e.g. financial background, ability to deal with people) are 
selected for a second level review by the President. 


eApproximately 5 to 10 applicants are interviewed by a Board 
Subcommittee which results in one applicant being recommended 
to the Board of Directors for approval. 


This thorough scrutiny of potential distributors is necessary as the 
distributors have a responsible and financially rewarding position. For 
instance, in the 1983 fiscal year, the average net commission income, 
excluding any salaries paid to family members, was $48,000 with several 
distributors having net commission income in excess of $80,000, The net 
commission income represents gross commissions less payments by the 
‘distributor for all overhead selling costs, including salaries for sales and 
Office staff, rent, interest, insurance and other business costs. 


Review of Applications 


We selected the three most recent distributors appointed as of March 31, 

1984 and noted that in one territory there were no current applications on file. In 

this case an employee of the previous distributor completed an application 

Shortly before being approved. We were advised that this appointee was 

highly qualified having been, in effect, the acting distributor for a number 
of years. 


However, as there were no current applications on file for this territory, we 
selected five other territories at random and noted that of the 172 applications on 
file, only one had been received in the last two years. 
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In light of the foregoing, we questioned whether qualified applicants were 
aware of distributorship openings, particularly in view of the fact that the 
Corporation had not advertised for interested applicants since 1978. 


Accordingly, we suggested that the Corporation consider placing 
an advertisement in local newspapers when there is an open 
distributorship. 


STAFF RECEPTION AND DINNER 


During the month of January 1984, the Corporation faced an 
unprecedented expansion in the volume of business initiated by the $13.9 
million Loto 6/49 jackpot, which was won on January 14, 1984. 
According to management, ‘‘The staff of the Corporation responded in 
such a way that, not only was the volume of business accommodated, but 
all of the other difficult areas such as public relations, were handled in a 
way which brought nothing but credit to the Government of Ontario.”’ 


The President and Board of Directors, in consultation with the 
Minister, felt that ‘‘not to acknowledge the efforts of the staff would be a 
grievous error.’’ Accordingly, on January 31, 1984, the Corporation held a 
reception and dinner for all staff members where the Minister, Chairman of the 
Board and the President expressed their appreciation to the staff for their efforts. 
The cost of the dinner was approximately $10,000 or $50 per person. 


The Corporation’s Memorandum of Understanding states that the 
Corporation shall follow the intent of the Manual of Administration. With 
respect to the requirements for hospitality, the intent of the Manual is that 
the extension of hospitality for employees is only permissible as a matter of 
courtesy or if the expenditure facilitates government business. It was our 
opinion that events of this nature are not envisaged as allowable hospitality under 
this section of the Manual. 


| We did not dispute the fact that from time to time events or 
circumstances necessitate increased work loads at Ministries and Agencies 
of the Crown nor that rewarding employees in this fashion is common 
practice in the private sector. However, rewarding employees in this fashion due 


to increased work loads is not an accepted practice at other Ministries and 
Agencies. 


. On September 27, 1984, the Chairman of the Board replied as 
follows: 


Distributorships 


During the nine and a half years that the Corporation has 
been operating, the Board has always felt that its present 


practices in the area of the selection of distributors has 
served the Corporation well. 


COMMENTS ON CROWN AGENCY OPERATIONS 


“We have, as a result of our screening process, made good 
appointments, and we really do not think that the quality of 
candidates would necessarily increase because of 
newspaper advertisements. The very fact that we have on 
file 172 applications for five territories should be an 
indication that we do not need to look for candidates. 


‘The frequency with which it is necessary to appoint new 
distributors is not great and the Board, being prudent 
business people would run advertisements for distributors 
should there ever be a lack of suitable applicants.’’ 


Staff Reception and Dinner 


‘The reception and dinner which was held on January 31, 
1984, was an attempt on behalf of the Board of Directors to 
thank the staff for their outstanding effort. Very little 
overtime was paid out to the staff and there did not seem to 
be any other way to acknowledge this tremendous effort. In 
view of the fact that the increase in profits on the 6/49 game, 
as a result of this effort, amounted to $14 million, the cost 
of $10,000 to acknowledge the efforts of 200 people seemed 
a reasonable expense. 


‘In arriving at this decision, the Board was conscious of 
the terms and conditions of the Memorandum of 
Understanding which states: 


‘Although the Corporation has been 
designated as a Schedule II agency by 
Management Board, and therefore is 
exempted from most of the requirements of 
the Manual of Administration, the 
Corporation shall follow, where applicable, 
the intent of the guidelines in the Ontario 
Manual of Administration while exercising 
entrepreneurial skills and maintaining a 
degree of operational flexibility.’ 


“We felt that this was the type of operational flexibility that 
was envisaged by the Memorandum. The Board of 
Directors is charged with the responsibility of managing the 
Corporation under the wording of the Act which created the 
Ontario Lottery Corporation and, therefore, felt that such 
recognition was good management, in that it acknowledged 
gratitude for a job well done, and ensured that should the 
occasion arise again in the future the staff will respond once 
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again. It has always been the intention of the Board of 
Directors to operate the Corporation as a commercial y 
operation with a view to maximizing the RT 
profits.’ 





4.10 Insufficient Freight Rates Charged to Major Customer, | 
Ontario Northland Transportation Commission | 


The Ontario Northland Transportation Commission together with. 
its wholly-owned subsidiaries, Star Transfer Limited and The Owen 
Sound Transportation Company, Limited, provide a variety of: 
transportation and communications services in northern Ontario. The 
Commission’s consolidated audited financial statements for the year 
ended December 31, 1983 are reproduced in Volume 2 of the 1983-84 


Public Accounts. | 


A portion of our December 31, 1983 audit dealt with the economy | 
of the Commission’s railway freight operations. In this regard, we noted that, 
the Commission lost over $300,000 in 1982 because rates charged to a major 
commercial customer were insufficient to recover variable costs. Further losses: 





were expected unless negotiations achieved a more compensatory rate. 
\ 
| 


Setting of Freight Rates 

The rates charged to various customers using the Commission’s 
rail services are normally based on two parameters; market conditions and 
the cost of operations. The actual rates are set through negotiations 
between the carrier and the shipper and their subsequent approval by the 
Canadian Transportation Commission (CTC). In accordance with prudent: 
business practice the rates should be set high enough to allow @ 
reasonable profit margin, but should in no case be lower than the amount! 
required to recover the variable costs of running the trains. 


However, the Railway Act offers specific protection to captive 
shippers who have no alternative but to use the railroad. Where it 1° 
deemed that the carrier has taken advantage of a monopoly situation the 
CTC will prescribe the rate. The CTC considers reasonable rates as thosi 
which range between variable cost and 2% times this amount. | 


| The CTC’s definition of variable costs includes such costs 4. 
interest expense and depreciation and other specified long run costs. | 


Insufficient Rates to Major Commercial Customer 


In January 1976 the Commission purchased 40 special cars fo 
transporting tree-length logs from Fraserdale to Cochrane for one of thei 
customers who is considered to be captive. Later in 1977, 15 additioné 
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sars were added to the fleet. In 1975 Management Board of Cabinet had 
jirected the rates to be charged to this particular customer from 1975 to 
1980. These rates were set low on the basis that they would contribute to 
support a new industry in the ‘‘North’’. However, Management Board of 
Cabinet had also directed that, from 1981 onward, full compensatory 
rates should be charged unless directed otherwise by the Minister. 
Notwithstanding the Management Board direction, full compensatory 
rates had not been charged. The rates charged by the Commission in 1981 
and 1982 were $2.20 and $2.70 per net ton respectively. Our calculation 
of the variable costs per net ton for 1982 using the Commission’s 
methodology of allocating costs indicated that the rate should have been 
$3.87 just to break even. The short fall in revenue for the year amounted to 
ver $300,000. In 1983 further losses were expected as the rate of $3.30 per net ton 
has not kept pace with rising costs. 


Rates for 1984 and 1985 have been negotiated and set at $4 and 
$5 per net ton respectively. Given the 1982 cost recovery rate of $3.87 it 
is quite probable that in 1984 as well as in 1985 the Commission will not 
be able to recover its variable costs. 


| We recommended that, in the absence of any formal direction to 
the contrary, rates should be charged in accordance with the Management 
Board directive. 


The preceding comments were included in our report of May 24, 
1984 to the Commission. No reply had been received as at September 28, 
1984, the printing deadline for this Report. Therefore, we are unable to 
present the Commission’s views on this matter. 


4.11 Improvements Needed re Operational Efficiency of Medical 
Aid Branch, Workers’ Compensation Board 


The audited financial statements of the Board for the year ended 
December 31, 1983 are contained in Volume 2 of the 1983-84 Public 
Accounts. The Board’s audit is performed under our direction by a public 
accounting firm. 


| A portion of their 1983 audit dealt with an assessment of the 
Medical Aid Branch’s effectiveness and efficiency of operations, and the 
adequacy of the Branch’s management controls. The main function of the 
Branch is the adjudication and processing of injured workers’ 
compensation claims. The Branch had a 1983 operating budget of $4 
million, and processed approximately 1.9 million claims, resulting in 
payments of $112.9 million for 1983. 


The conclusion reached was that, while the Branch provided an excellent 
Service, its effectiveness could be further enhanced through raising the level of 
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operational efficiency in several areas, including long and short term planning and 
the production and use of reports. ) 
eThere was no formal long-range planning carried out in the 

Branch. 


eYearly operational planning was not systematically performed, | 
lacking sufficient clarity, cohesiveness and specific quantified 





goals. : 


eApproximately half of the more than 80 computer reports : 
produced for the Branch were immediately filed without review, : 
and others were in need of review for possible simplification, 
elimination or consolidation of data. 


¢Statistical data and reports were inadequate for purposes of 
effective forward planning and controlling the operation. 


DETAILED FINDINGS AND RECOMMENDATIONS 
Long-Range Planning 


Formal long-range planning was not carried out in the Medical Aid Branch. | 
Consequently, planned improvements to its operations were not taking 
place. Day-to-day processing problems took precedence over planned 
improvements to the system. Although the need for long-range planning has 
been recognized by management, a cohesive, well laid-out plan for an improvement 
of the operation did not exist. For example, while an annual plan for computer 
system development and an upgrading training program existed, few of the’ 
computer enhancements were on schedule and therefore the system was not 
evolving. Furthermore, the training program was unable to provide 
ice numbers of upgraded staff to fill vacancies during the last perioc! 
of staff turnover. In summation, planning was dealt with in a react 
instead of a pro-active mode by management. 


| 
| 


It was recommended that Branch management establish for 
long-range plans, including specific criteria and quantifiable goals fo: 
measuring progress towards its objective. | 


Operational Planning 


Good management usually requires that long range plans be broker 
into annual goals to support step-by- step progress. This annual plan is usec 
to promote smooth, efficient processing as well as a mechanism wit! 
which to measure actual and planned progress. Such items as staffiny 
problems, overtime, workload trends, system upgrades etc. are projecte 
to ensure day-to-day operations run as smoothly as possible. Forecastin; 
involves the use of trend, progression, and variance analysis. Problen 
areas are then highlighted and corrected. | 
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| None of the above was in place which results in, among other things, 
‘xcessive overtime and inefficient utilization of staff. Furthermore, the causes of 
hese problems were undefined and consequently could not be corrected or 
sliminated. 


For example, in the preliminary phase of the audit, management 
ittributed overtime to accessibility of claim files coupled with staffing 
shortages. Later, it was discovered that the accessibility of claim files had 
iegligible impact on overtime. Overtime trends and staffing trends were 
hen reviewed and plotted, with the results indicating that staff was at full 
strength when the majority of overtime took place. 


Operational planning, trend analysis and monitoring of historical 
lata would facilitate workload planning, staff planning and efficient 
‘esource management. It was therefore recommended that Branch 
nanagement establish operational plans with specific short-term goals and 
hat these goals be monitored to chart the progress of the Branch. 


Somputer Reports 


There were over 80 computer reports produced for the Medical Aid 
3ranch. Not all of the reports were necessary. Examination disclosed that 
here were at least 40 reports produced and received in the Branch that were 
mmediately filed without any review and/or analysis. While the information 
should be retained in the computer, the production of the hard copy reports 
‘hould be discontinued. Furthermore, a review of the information contained in 
he computer reports should be performed to determine possible opportunities for 
limination, simplification, or consolidation of data. Such a project is planned by 
he Branch for 1984. 


statistical Reports 


Medical Aid Branch staff keep daily, weekly, and monthly 
rocessing statistics. All items received (including telephone enquiries) are 
ogged. These statistics are used for two purposes; to monitor workload 
ind to assess the individual’s activity in relation to performance 
tandards. 


The statistics kept were not necessarily useful, nor did they give an accurate 
jicture of workload. The statistics kept were not weighted to accurately reflect time 
pent per item and to measure complexity. The Medical Aid Branch should 
‘onsider keeping statistics for a sample number of days per month. Daily 
letailed statistics were rolled up into monthly totals per section, and 
herefore, the need for such detailed statistical gathering was 
|uestionnable. 


Current statistics were not adequate for trend analysis on work 
low. For example, items referred to others were listed, but no specifics 


i 
| 
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were given on the reasons an item had to be referred or to whom it was. 
referred. As both employees were logging the item, there was double 
counting, resulting in inaccurate volume statistics. Moreover, no details. 
were kept on turnaround times and/or reasons for the delays incurred, 
Additionally, while many current statistics were too detailed (all pieces of ! 
correspondence and telephone enquiries were logged), others were not 


detailed enough, as specific items were not being monitored sufficiently. 


The Director and Manager receive monthly statistical reports. The 
nature of the reports is a display of historical events and was used as such, rather. 
than as a management planning tool. The reports should provide planning 
information such as trend analysis, exception reporting, time/cost 
variances, etc., information which should be used to manage and plan for 
the most efficient use of the Branch’s resources. | 


The Board replied to the foregoing as follows: 

Long-Range Planning 
“While some long-range planning does exist in specific 
areas of the Medical Aid Branch, it is recognized that more 


formal long-range plans are required. Work has 
commenced on this.”’ 


Operational Planning 


“This recommendation ties in with (the one related to ! 
long-range planning) and is being worked on by the 
Medical Aid Branch at the same time.’’ | 


Computer Reports 


‘‘A complete review of all computer produced reports is 
being undertaken.’’ 


Statistical Reports 


“All statistics and monthly reports are being reviewed. 
Some have already been changed.’’ 


4.12 Subsidiaries of Crown Agencies | 


Section 4.2 of our 1983 Report dealt with the accountability 0. 
Crown agencies. One of the accountability issues raised was the fact tha 
many subsidiaries had been established without the specific approval of th: 
Legislature. In this regard, specific reference was made to the subsidiarie 
of the IDEA Corporation, Ontario Energy Corporation and Urba* 
Transportation Development Corporation Ltd. For informational purposes 


| 
| 
f 
y 
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the following paragraphs summarize the subsidiaries of these corporations 
: at March 31, 1984. 


DEA CORPORATION 
This corporation has seven wholly-owned subsidiaries, as follows: 
eIDEA Biological and Medical Technology Fund Inc. 
eIDEA Chemical and Process Technology Fund Inc. 
| ¢IDEA Information Technology Fund Inc. 
¢IDEA Innovation Fund Inc. 
¢I[DEA Machine and Automation Technology Fund Inc. 
eIDEA Microelectronics Fund Inc. 
eIDEA Research Investment Fund Inc. 


These subsidiaries were all incorporated pursuant to the provisions 
bf the Business Corporations Act. 


JNTARIO ENERGY CORPORATION 


The following three companies, established under the Business 
-orporations Act, are wholly-owned subsidiaries of the Ontario Energy 
-orporation: 


¢Ontario Energy Resources Ltd. 
¢Onexco Minerals Ltd. 
¢Ontario Energy Ventures Limited 


Additionally, the corporation owns 90% of the shares of Onexco 
Jil & Gas Ltd., with Ontario Energy Resources Ltd. holding the remaining 
10%. In turn, Onexco Oil & Gas Ltd. has a two-thirds interest in Trillium 
4xploration Corporation. 


Onexco Oil & Gas Ltd. was incorporated under the Business 
-orporations Act, and Trillium Exploration Corporation was incorporated 
inder the Canada Business Corporations Act. 


JRBAN TRANSPORTATION DEVELOPMENT CORPORATION LTD. (UTDC) 


The following companies are wholly-owned subsidiaries of 
JTDC: 


eMetro Canada Limited 
*UTDC Services Inc. 
¢UTDC (USA) Inc. 
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eTIA Airport Rapid Transit Corporation (inactive) 
*Toronto Transit Consultants Limited (inactive) 


The corporation also has controlling interests in the following 
additional subsidiaries: 


*UTDC Research & Development Ltd. — 87% of the shares are 
owned by UTDC, and the remaining 13% by Metro Canada 
Limited. 


sRailTrans Industries of Canada Limited — UTDC has an 80% 
interest in this company, which in turn owns all the shares ol 
Can-Car Rail Inc. and VentureTrans Manufacturing Inc. 


With the exception of UTDC (USA) Inc., incorporated in the State 
of Delaware, all the preceding subsidiaries were incorporated under the 
provisions of the Canada Business Corporations Act. 


Finally, the corporation owns 50% of the shares of Metro Canadé 
International Limited, representing a joint venture with another company 
which holds the remaining 50% interest. 
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5.1 Preparation of the Public Accounts 


The Public Accounts, which are published in three volumes, are 
prepared by the Ministry of Treasury and Economics under the direction 
of the Treasurer of Ontario as stipulated in section 13 of the Ministry of 
Treasury and Economics Act. This section reads as follows: 


‘The Public Accounts for each fiscal year shall be 
prepared under the direction of the Treasurer and shall be 
delivered to the Lieutenant Governor in Council and laid 
before the Assembly not later than the tenth day of the first 
session held in the following calendar year.’’ 


The audit of the Public Accounts consists of an examination of the 
financial statements of the Province appearing in Volume 1, on which the 
Provincial Auditor expresses an opinion, together with a review of the 
other statements and schedules contained in Volume 1. 


Volume 2 contains reproductions of audited financial statements 
of agencies of the Crown and Crown controlled corporations: 


(a) in which the Province has an investment, or 
(b) which have borrowed from the Province, or 


(c) which have borrowed from others with a guarantee by the 
Province. 


Also included in Volume 2 are the audited financial statements of certain 
significant operational agencies which are funded in whole or in part by 
revenues generated from their operations. 


Volume 3 contains details of expenditures for each ministry, such 
as salaries and wages, employee benefits, travelling expenses and other 
payments. This expenditure is shown under two main categories, Voted 
Appropriations and Statutory Appropriations. Although the information 
contained in Volume 3 is not audited in detail by this Office, it is subject 
lo testing to verify the accuracy thereof. 
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522 Financial Statements of the Province | 


GENERAL 


The audited financial statements of the Province for the year ended 
March 31, 1984, upon which the Provincial Auditor has expressed an: 
unqualified opinion, are reproduced as Exhibit 2 of this Report. The: 
financial statements and notes disclose in summary form the financial 
activities of the Province for the fiscal year, and report on the significant 
aspects of financial position at the close of the fiscal year. | 


The transactions of the Province are presented through the 
Statement of Consolidated Revenue Fund Transactions in summary form 
under the following three categories of government activity: | 


«Budgetary transactions, representing the Province’s operational 
activities involving the raising of revenue from various sources on 
the one hand, and the expenditure for various government 
programs on the other; | 


¢Non-budgetary transactions, representing the lending, investment 
and trust administration activities; and | 


«Financing transactions, representing borrowing and repayment 
activities. These are classified as either ‘‘debt transactions” 
(amounts borrowed by the Province for its own needs) ob. 
‘Ontario Hydro transactions’? (amounts borrowed by _ the 
Province on behalf of Ontario Hydro). 


Regarding the preceding Ontario Hydro transactions, the Province 
issues debentures and advances the proceeds to Ontario Hydro in exchange 
for bonds with the same terms and conditions. In any year, the overall enc 
result of these reciprocal transactions is that payments are equal tc 
recoveries. Since these transactions (including the ensuing retirement and 
debt servicing costs) are the result of a financing alternative and are nol 
part of the Province’s own budget plan, they are classified separately. | 


The Statement of Financial Position reflects the financial claims 
which have been created by cash transactions. The assets are claims by the 
Consolidated Revenue Fund on other parties. The liabilities are claims by. 
others on the Consolidated Revenue Fund. Since expenditures on fixec 
assets do not represent claims on other parties and are not considered tc 
differ from any other service to the public, they are not reported as assets 
but are expensed as budgetary transactions in the year of acquisition. | 


CHANGES IN FORMAT 


For purposes of increased clarity, certain revisions were made it 
the format of the Province’s financial statements for the year ended Marck 
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31, 1984. These changes, with which we agree, are summarized as 
follows: 


«The Statement of Consolidated Revenue Fund Transactions has 
been abbreviated and made more readable by summarizing the 
results of all non-budgetary and financing transactions on a net 
basis, thus eliminating the need for several sub-totals. 
Additionally, the previously disclosed opening and closing 
balances of cash and temporary investments have been replaced 
by one amount representing either the increase or decrease in cash 
and temporary investments for the year. As a result, the two major 
components of this statement, being the Province’s net cash 
requirements for the year and how those requirements were 
financed, are now set out more clearly than was previously the 
case. 


«Use of the often confusing terms receipts, credits, disbursements 
and charges has been eliminated from the Statement of 
Non-Budgetary Transactions and the Statement of Consolidated 
Revenue Fund Transactions. 


«Pension and related adjustment funds as shown on the Statement 
of Financial Position, now include the balance of the 
Superannuation Adjustment Fund. Previously, the balance of this 
Fund was included as part of Trust and special purpose accounts 
(previously termed as Deposit, trust and reserve accounts). 


¢Transactions through each of the three pension and related 
adjustment funds (i.e. Public Service Superannuation Fund, 
Superannuation Adjustment Fund and Legislative Assembly 
Retirement Allowances Account) are now set out separately on the 
Statement of Non-Budgetary Transactions. 


‘3 Summary of Significant Accounting Policies 


On the basis of evidence examined, the Provincial Auditor 1s 
‘equired to express an opinion as to the fairness of the Province’s financial 
statements in accordance with the accounting policies stated in the Public 
Accounts, and as to their consistency. 


Accordingly, an integral part of the Province’s financial statements 

s the Summary of Significant Accounting Policies. This Summary appears 

Mm page 1-2 of Volume 1 of the 1983-84 Public Accounts, which forms 
dart of Exhibit 2 of this Report. 


Such Summary is included as an integral part of the financial 
statements in order to provide the reader with a clear understanding of the 
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| 
principles and methods used to present the financial information contained | 
in the statements. Due to the nature of government accounting, the | | 
accounting policies stated in the Summary have particular importance to a 
reader who may not be familiar with the differences, some of which are. 
significant, between the accounting policies followed by the private sector 
and those followed by the Province of Ontario. : 


5.4 Advances and Loans Repayable from Annual Expenditure | 
Appropriations | 


Page 2-28 of Volume 1 of the 1983-84 Public Accoulil 
summarizes the balances of advances or investments by the Province in 
corporations, boards and commissions other than Ontario Hydro. 
Additionally, page 2-31 summarizes the balances of other loans and) 
investments by the Province including loans to public hospitals. | 


The balances recorded in the Public Accounts do not necessarily: 
represent the amounts the Province expects to truly realize. As stated in the, 
Summary of Significant Accounting Policies, the funds required to repay) 
certain of the advances and loans are being provided out of future years” 
Provincial expenditure appropriations. Examples of loans and advances in 
this category are as follows: 


—Virtually all of the advances of $1,047,881,388 to The Ontario’ 
Universities Capital Aid Corporation are repayable out of future: 
years’ Provincial expenditure appropriations. Under a program 
discontinued in 1978, the Corporation used funds advanced by’ 
the Province to purchase debentures issued by colleges, | 
universities and related institutions for capital construction 
purposes. The debenture debt of the issuing institutions is repaid, 
with interest, over the term thereof by utilizing moneys 
appropriated annually by the Legislature. The Corporation, in 


turn, utilizes the proceeds to repay, with interest, its advan 
from the Province. 


—The situation with respect to the repayment of advances of: 
$934,110,000 made by the Province to The Ontario Education’ 
Capital Aid Corporation is analogous to that outlined in the’ 
preceding example. Under a program discontinued in 1980, an. 
average of 75% of the advances by the Province to this: 
Corporation are repayable out of future years’ expenditure | 
appropriations. 


—Loans of $147,703,949 to public hospitals as at March 31, 1984 
are partially repayable out of future years’ Provincial expenditure’ 
appropriations. Under a program discontinued in 1978 (and 


| 
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| replaced by capital grants), public hospitals used loans advanced 

by the Province for capital construction purposes. Using, in part, 
moneys appropriated annually by the Legislature, the hospitals 
| repay their loans, with interest, over the term thereof. For the 
) 1984 fiscal year, $11,494,890 was so subsidized by way of 
grants from the Province to the hospitals. 


—Advances to the three Development Corporations (Ontario, 
Northern and Eastern) include amounts regarding term loans 
made by the Corporations. Each year, the Corporations write off 
certain term loans that are deemed to be uncollectible. When 

| such loans are written off, moneys appropriated by the 
| Legislature for that purpose are used by the Corporations to 
repay their corresponding advances from the Province. For the 
year ended March 31, 1984, $6,584,593 was so utilized. 


5.5 Loans Receivable Not Included in Statement of Financial 
| Position 


As covered in the Summary of Significant Accounting Policies, the 
assets recorded in the financial statements are those resulting from 
financial claims on other parties which have been created by cash 
transactions. Accordingly, loans, advances and investments made by the 
Province are normally included as assets on the Statement of Financial 
Position. 


| Certain loans, however, do not appear on the Statement of 
Financial Position. The Ministry of Treasury and Economics has 
determined that, where loans generally have one or more of the following 
characteristics, they are to be classified as expenditure: 


eeither no specific security or security of limited value; 


¢no specific repayment terms; 


| 


) 


*repayment conditional only on future uncertain events. 


These loans are considered to be in the nature of “‘recoverable 
grants’’, and, as stated, are treated as expenditure when made. When 
‘epayments are received, they are treated as revenue. 


The major examples of loans included in this category relate to 
drograms administered by the Ministry of Municipal Affairs and Housing. 
Loans under these programs, totalling approximately $202 million as at 
March 31, 1984, are summarized as follows: 


: 


¢Ontario Renter-Buy Program ($71.1 million); 


¢Ontario Rental Construction Loan Program ($75.5 million); 
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*Downtown Revitalization Program ($48.5 million); | 


«Main Street Revitalization Program ($7.0 million). 


5.6 Comfort Letters 


| 
BACKGROUND | 


Section 4.6 of our 1982 Report provided details of the transact 
whereby Ontario Energy Resources Limited (OERL) financed one-half of' 
the purchase price for 25 per cent of the common shares of Suncor Inc. by 
the issue of promissory notes of $325 million to Sun Company, Inc. These: 
notes were guaranteed by Ontario Energy Corporation, the parent company, 
of OERL. | 


In this connection, the then Treasurer of Ontario issued a comfort. 
letter to Sun Company, Inc. in December 1981, stating that it was the 
intention of the Government of Ontario to provide the Ontario Energy, 
Corporation with sufficient funds to enable it to discharge its obligations, 
related to the guarantee. 


The undertaking contained in the preceding letter has not been 
included in the Province’s contingent liabilities (note 8 to the financial 
statements). The primary reasons of the Ministry of Treasury and 
Economics in support of this are as follows: | 


¢The letter represented a mere expression of present intention, as. 
opposed to a guarantee giving rise to enforceable contractual | 
rights; | 

\ 
°The letter was provided without any consideration passing rq 
Sun Company, Inc. to the Treasurer; and 


- The letter was provided only to Sun Company, Inc., and did not. 
include a provision relating to any possible subsequent holders wy 
the promissory notes. 


CURRENT STATUS 


Resulting from its review of the preceding Report section, in its 
December 1983 Report to the Legislature the Public Accounts Committee 
recommended that *‘the Provincial Auditor request, from the Treasurer of 
Ontario, all relevant information that would enable him to monitor the 
number and nature of comfort letters issued annually.”’ | 


In this regard, we were advised on August 3, 1984 by the Deputy: 
Minister of Treasury and Economics that the letter Age to Sun Company, | 


Inc. was the only comfort letter in force at March 31, 1984 of which the 
| 
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Ministry was aware. The remaining principal balance of the promissory 
1otes covered by this letter was $292.5 million as at March 31, 1984. 


The Deputy Minister also advised us that ‘‘. . . we are aware of 
etters issued by the Ministry of Health to various public hospitals 
>oncerning bridge financing of construction loans. It is not the intention of 
he Government that these letters be considered comfort letters. They are 
nerely a confirmation of the financing arrangements between the hospital 
ind Ministry of Health. A copy of the letter is, however, given by the 
10spital to the lender who may take some comfort from its contents. The 
etters are signed by an official of the Ministry of Health. As at March 31, 
1984 the debt outstanding on all bridge financed loans was $87.6 
nillion.”’ 


Having reviewed the content of such letters, we agree that they 
should not be considered as comfort letters. They are addressed to the 
lospital, confirm the amount and timing of capital grant payments that will 
ye made to the hospital, and confirm that the hospital is authorized to 
ybtain any necessary bridge financing. 


In accordance with the Public Accounts Committee’s 
ecommendations, the issuance of comfort letters will be monitored 
innually. Should the results of our future monitoring disclose that comfort 
etters in addition to the one issued by the then Treasurer to Sun Company, 
nc. have been issued, details thereof will be provided in our annual 
eports to the Legislature. 


3.7 Payments Out of the Consolidated Revenue Fund 


Payments out of the Consolidated Revenue Fund are of three 
‘lassifications: 


«Budgetary Transactions — expenditure, consisting of payments 
for goods and services, salaries, interest on public debt, subsidies 
and grants, and acquisition or construction of fixed assets; 


¢Non-Budgetary Transactions — loans, advances and investments, 
payments from pension and related adjustment funds, and 
payments from trust and special purpose accounts; 


¢Financing Transactions — retirement of loans. 
These payments are of two major types: those pursuant to 
stimates, including Supplementary Estimates, approved by the 


gislative Assembly, and those pursuant to the provisions of various 
tatutes. The former are termed payments from Voted Appropriations 
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while the latter are termed payments from Statutory Appropriations. Voted: 
Appropriations, which are formalized annually by legislation cited as the 
Supply Act, may be augmented by Management Board Orders. The nature. 
of Management Board Orders is more fully explained in section 5.11. 


A third type of payment out of the Consolidated Revenue Fund is 
that pursuant to delegated authority in the form of Special Warrants. The 
nature of this authority is more fully explained in section 5.12. 


A comparative summary of payments out of the Consolidated 
Revenue Fund is as follows: 


Reference has been 
























































Payments re: 1984 1983 
$ $ 
Voted Appropriations 
per Legislative Assembly 
Budgetary Expenditure |. 24....21620 oh ees 21,446,571,572 19;520;173 26 
Loans, Advances and 
FAVGCUINIEN Od oer is too etl Se aa ie 124,595,789 115,613,508 
DESTIGVOILSOR 19,635,788,823 
per Management Board Orders 
Budgetary, MXPEUOIUTE. 22 ance ue neers 231,419,270 448,535,346 
Loans, Advances and 
INVESCINGHIS. Cees estes she eee ames eee 804,859 — 
232,224,129 448,535,346 
Total’Voted Appropriationss (250, oe. ..6 we 21,803,391 ,490 20,084,324, 169 
| | 
Statutory Appropriations | 
Bildeetary WA Penge: ia, pt eke wee 2,875,186,566 2,540,486,307 
Loans, Advances and 
MW ESIGN S arndead oie cusesie tt area 50,738, 106 65,786,167 
Payments from Pension and 
Related Adjustment Funds 27.0. 174,392,630 145,291,368 
Trust and Special Purpose 
Accounts A, ey St niea & 2 IS4. 705 76,076,587 
CMCC MMOLE OANS: cs ida eeieccle dee 276,414,819 129,729,587 
Total Statutory Appropriations ................. 3,409 486,826 2,957,370,016 
Total Payinebte: 0 i eau a 25,212,878,316  23,041,694,185me 


4 


made in section 5.2 to Ontario Hydro. 


transactions. Since these transactions are not part of the Province’s owt 
budget plan, and since these transactions flow through the Consolidated 
Revenue Fund without increasing or decreasing the overall balance in the. 
Fund, they have not been included in the preceding summary. 


SS 


. 
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5.8 Voted Appropriations — Comparison of Authorized and 
Actual Payments 
This comparison for the fiscal year ended March 31, 1984 is as 
follows: 
Actual 
Under (Over) 
Authorized Actual Authorized 
$ $ $ 
Voted Appropriations 
per Legislative Assembly 
Budgetary Expenditure ..... 215943.583,500' 294465571 572 497,011,928 
Loans, Advances 
and Investments .......... 132,591,000 124,595,789 TI9S201 
Pz 1G.) 14,500) 257 T1671 301 505,007,139 
per Management Board 
Orders 
Budgetary Expenditure ..... 266,635,900 231,419,270 35,216,630 
Loans, Advances 
and Investments .......... 1,150,000 804,859 345,141 
267,785,900 232,224,129 3556177 
22,343,960,400  21,803,391,490 540,568,910 




















3.9 Statutory Appropriations 

Payments from Statutory Appropriations represent those where the 
pecific authority to spend money from the Consolidated Revenue Fund is 
xpressly contained in a statute of the Legislature. 


As such, Statutory Appropriations are not voted upon and do not 
quire the approval of the Legislature. However, they are provided for in 
he annual Estimates for the information of the Legislature, representing 
he amount the government believes will be spent in accordance with the 
uthority given in the various statutes. Unlike Voted Appropriations, 
tatutory Appropriations are not supplemented by Management Board 
Irders when required spending thereunder exceeds the amounts provided 
or. 


A detailed listing of Statutory Appropriations, showing the 
mounts provided in the Estimates (Main and Supplementary) and 
xpended thereunder, is included as Exhibit 4 of this Report. 


During the 1984 fiscal year, Statutory Appropriation payments 
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made under the authority of 28 Acts exceeded $3.409 billion. This : 
expenditure constituted 13.5 per cent of the total payments out of the. 
Consolidated Revenue Fund. The comparative percentage for the 1963) 
fiscal year was 12.8. ; 


A comparative summary, by authorizing legislation, of such 


payments exceeding $50 million is as follows: 








1984 1983 | 
$ $ : 
Financial Administration Act ... 2,827,413,189 2301 5132,020 
Teachers’ Superannuation Act .. 189,107,541 166,746,272 
Superannuation Adjustment 
Benefits Acta etre esau 152,555,149 12736023,555 
Public Service Superannuation 
TENG Lace ie <0, OO Se COT 124,613,770 108,824,958 
Housing Development Act ...... 10,923,370 61,988,014 
Massey-Ferguson Limited Act, 
MES na ia einen tn eke oee wel — 75,809,615 
3 304,613,019 2 842,724,470 














| 


Public Debt interest expenditure of $2.534 billion and $2.110. 
billion for fiscal years 1984 and 1983 respectively is included in the) 
amount shown under the Financial Administration Act. | 


The payment of $75,809,615 in the 1983 fiscal year was made. 
under section 2 of the Massey-Ferguson Limited Act, 1981. It represented 
the purchase of three million $25 stated value cumulative redeemable 
retractable preferred shares, Series ‘‘D’’, issued by Massey-Ferguson 
Limited. } 


Excluded from the preceding figures are statutory appropriations 


relating to Ontario Hydro Transactions which can be summarized as. 
follows: 


1984 1983 
$ $ 
Financial Administration Act 
Ontario securities issued 
on behalf of Ontario Hydro: 
—MMOLESL PAIG cssze. asec ta. 672,922,622 617,612,943 
—securities retired .......... 128,373,000 219,545,000 
Power Corporation Act 
Advances to Ontario Hydro .. 300,000,000 600,000,000 








LALO, 295,622 1 437,157,943 
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5.10 Statement of Budgetary Expenditure 


The Statement of Budgetary Expenditure is contained in Volume 1 
of the 1983-84 Public Accounts and is reproduced in Exhibit 2 of this 
Report. A more detailed analysis of total budgetary expenditure can be 
obtained by the use of the standard accounts classifications. Under these 
classifications the budgetary expenditure for the 1984 and 1983 fiscal years 
as shown on pages 2-15 and 2-15, respectively, of Volume 1 of the Public 
Accounts may be summarized as follows: 














1984 1983 
$ % $ % 
eiatistcr Payments c.....:.....%. 18,039,199,771 a 16,418,408, 131 72.9 
BMAKIES GG) WAGES. . L284. iisks.. 2,159,944,462 8.8 2,062, 168,786 O22 
Other Transactions 
—Public debt expenditure 
(interest on debentures, 
hy Ve ee eee ee 25595059. 525 10.3 2s V7 22781005 9.4 
A OT AIT eect os vic vac ae 81,889,026 0.3 82,637,065 0.4 
BEI VICENM tf oe c int aacs se secet 982,134,138 4.0 987,538,084 4.4 
Acquisition/Construction of 
Physical Assets &..0...0.:.0..08 444 286,605 1.8 638,401,450 2.8 
_ Supplies & Equipment ......... 440,748,352 1.8 433,083,534 1.9 
mecmployee Benefits .............. 348,415,799 1.4 312,994,964 1.4 
_ Transportation and 
SOMMUNICATION ..<...<c....4. 223,675,921 0.9 203,882,139 0.9 
| 29925355953.,897 235256,392; 716 
Less: Recoveries from other 
| Activities, Ministries, 
ras SIG 4 eae 2 700,756,489 2.8 747,195,748 2.3 
Total Budgetary Expenditure .. 24,553,177,408 100.0 22,509,196,968 100.0 














Transfer payments represent expenditure made to individuals, 
organizations and other levels of government for which the Province does 
not directly receive goods or services. Such expenditure is made in 
accordance with legislation or established ministry policy. 


Recoveries from other Activities and Ministries relate mainly to 
costs incurred by certain ministries, on behalf of other ministries, which 
are subsequently recovered from the benefiting ministries. For Public 
Accounts presentation purposes, these recoveries are generally not netted 
against the particular expenditure category or sub-category (e.g. salaries 
and wages, services, etc.) but are deducted in total from aggregate 
2xpenditure. 


The other standard accounts classifications are largely 
self-explanatory; however, a more detailed description of the type ol 
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expenditure included in each classification is contained on page 1x of 
Volume 1 of the 1983-84 Public Accounts. 


In the 1984 fiscal year over $14.5 billion or more than 80 per cent 
of the total transfer payments, was expended by four ministries. The 
comparable figures for the 1983 fiscal year were $13.0 billion and 79 per 
cent respectively. A summary of the four ministries, including 
identification of major categories exceeding $150 million is as follows: 


Category 1984 1983 
$ $ 


Ministry of Health 
Operation of hospitals and 
related facilities: “2A. «. 3,804,249,921 3,428,059,230 
Payments re physicians’ 
and practitioners’ 








services under OHIP ........ 2,149,308,904 1,846,532,110 
Ontario Drug Benefit Plan .... 254,148,300 211,549,608 

Extended Care Health 
Insurance Benefits .......... 241,698,354 223,296,066 
Other transfer payments ....... 709,257,709 613,399,468 
7,158,663,188 6,322,836,482 








Ministry of Education 
Grants for elementary and 
secondary education (to 








SCHOOL DOAEGS iis oats 55 sia 2,968,254, 166 2,734,477 ,283 
Payments to Teachers’ 
Superannuation 
WOmmSsion aed ester 346,598,811 313,778,183 
Other transfer payments ....... [61327079 L6,077-397 
3 330,985,156 3 064,332,863 








Ministry of Colleges and 
Universities 
Grants for universities and 
related organizations ........ 1,240,505 ,983 1515753112000 
Grants for colleges of 
applied arts and 








fechnology. ete, fice. 16s 494,650,003 458,375,445 
Other transfer payments ....... 325,130,989 296,895,381 
2 060,286,975 1,912,581,826 








Ministry of Community and 
Social Services 
Provincial and municipal 


allowances and benefits .... 1127320971 957,851,085 
Children’s Social Services .... 349 951,347 324,195,847 
Adults’ Social Services ....... 283,675,513 DOI N92 259 
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Developmental Services — 














Adults and Children ........ 180,772,459 150,644,429 
Other transfer payments ....... 58,657,596 49 288,449 
2,000,877 ,836 1,741,172,049 

AAT Shae AR erase, Meee ne x. 145300, 5157155 13,040,923 ,220 














5.11 Management Board Orders 


Section 5 of the Management Board of Cabinet Act provides that, 
where an appropriation is exhausted or a sufficient amount was not 
provided and the public interest or the urgent requirements of the public 
service necessitate further payments, the Board may make an order 
authorizing payments to be made against such amounts as it considers 
‘proper. 


A summary of the Management Board Orders issued for the past 
five fiscal years is as follows: 


Number of Number of Authorized 
Board Orders ‘Items Amount 
$ 
1984 94 265 267,785,900 
1983 90 348 481,314,900 
1982 108 394 508,421,348 
1981 80 44] 513,838,600 
1980 67 313 161,890,065 


By way of additional information, the Management Board Orders 
for the 1984 fiscal year are summarized as follows by month of issue: 


Month of Issue Number Authorized 
$ %o 
PHS UBS © vide n'sevck- 1] 6,190,500 pas y 
WN OR Belt aan: Pees ct l 540,000 0.20 
August 1983 ........... 4 4,857,000 1.81 
September 1983 ....... 1 5,000,000 1.87 
October 1983 ©: ks ie l 60,000 0.02 
December 1983 ........ 3 619,800 ie25 
January 1984 ........... 8 14,597,700 5.45 
February 1984 ......... > 29,386,200 10.97 
Piperhial 9R4 cx e ee, 36 140,223,400 S23 F 
aC LS ©, SR ea 26 66,311,300 24.77 





94 267,785,900 100.00 
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In section 5.11 of our previous year’s report, we noted that four 
Management Board Orders for the 1983 fiscal year had been issued 
retroactively. Since the expenditures were made prior to obtaining 
Management Board Orders, the existing appropriations had been, in effect, 
illegally overspent. 


We are pleased to note that this situation did not recur for the 1984 
fiscal year. In this regard, in a January 17, 1984 letter to Deputy Ministers, | 
the Secretary of Management Board of Cabinet stated that ‘‘In future, the 
Secretariat will no longer recommend that retroactive Management Board 
Orders be issued.”’ 


A detailed listing of Management Board Orders, showing the 
amounts authorized and expended thereunder, is included as Exhibit 3 of 
this Report. 


In accordance with Standing Order number 51 of the Legislative 
Assembly, the preceding Management Board Orders have been printed in 
The Ontario Gazette, together with explanatory information. 


5.12 Special Warrants 


Section 4 of the Management Board of Cabinet Act provides for the 
issue of a special warrant, when the Legislature is not in session, 
authorizing payment of an amount required to meet an expenditure not 
foreseen or provided for by the Legislature and which is urgently required 
for the public good. 


No special warrants were issued in respect of the fiscal year ended 
March 31, 1984. 


5.13. Transfers Authorized by Board of Internal Economy 


Section 88 of the Legislative Assembly Act reads: 


‘The Board of Internal Economy may authorize the transfer 
of moneys from one item of the estimates of the Office of 
the Assembly to another item within the same Vote and the 
Provincial Auditor shall make special mention in his report 
of any transfer under this section.’’ 


In respect of the 1983-84 expenditure estimates, the following 
transfers totalling $225,052 were made within Vote 1001: 


From Item 10° Constituency, Officess: see nee pipisyn py 
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Tompltem 3G) .ChiefBlection ‘Officer’. ..0.;....ccc.. 1,156 
Item 8 Caucus Support Services ............. 196,535 
Statutory Contribution to Legislative 
Assembly Retirement Allowances 
Account, the Legislative Assembly 
Retirement Allowances Act ....................... 27 901 


~§.14 Write-Off of Uncollectible Accounts 


Section 5 of the Financial Administration Act reads as follows: 


‘3.—(1) Where a person has an obligation or debt due to 
the Crown or the Crown has a claim against a person, the 
Treasurer may, subject to any other Act affecting such 
obligation, debt or claim, negotiate and accept a settlement 
in payment and satisfaction of such obligation, debt or 
claim, or may determine that any such obligation, debt or 
claim is uncollectible. 


(2) The Lieutenant Governor in Council, on the 
recommendation of the Treasurer, may, if he considers it in 
the public interest, delete from the accounts any loss 
incurred in any settlement or determination made under 
subsection (1). | 


‘*(3) The losses deleted from the accounts during any fiscal 
year shall be reported in the Public Accounts for that 
Veat. ., 


| A summary of the losses deleted from the accounts for the past five 
fiscal years is as follows: 


$ 
OOS moh tree Re lak eel £7 55505530 
ALLE Oe eae ek See 9,658,738 
1 OME ae te Oe eee 12,607,776 
BEL IE cls ey a eee 10,295,160 
POS Oey ere eta: So eee 15,342,289 


The majority of the preceding write-offs do not affect the Net Debt 
of the Province, since they relate to memorandum accounts which are set 
out on pages 3-21 to 3-24 of Volume | of the Public Accounts. 


During the 1984 fiscal year six Orders in Council were passed 
authorizing the deletion of losses from the accounts. Deleted losses totalled 
$17,556,530 and are summarized by ministry on page 3-19 of Volume | of 
the Public Accounts. The following additional comment is provided for 
some of the larger write-offs. 


The Ministry of Revenue wrote off $10,096,088 with respect to 
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various unpaid taxes and GAINS overpayments. The major write-offs were 
as follows: 


$ 

Corporations Tax Act’ ..2: iva aicate estes ti ere peercmnnee DE ISIOLS 
RetailsSales Tax: cescc.ccissecacouss Senge meeaereein nes ee 2,546,692 
Tobacco: LAX ACt sdscaudbesctacomse<dieavenciosre te ener yamn 2,219,440 
Motor Vehicle Fuel Tax Act ...........00eee seers eee e eee eeeees i 1Sa,697 
Succession Duty Act ......s0+c00+s:o:+ senses sents ngintae onc rage ATT OL9 
Ontario Guaranteed Annual 

Income Act (GAINS) 0. 2.o020s eect te ae wnat eaten erties 453,507 


The majority of these write-offs occur within one year of the accounts 
being deemed uncollectible. 


Uncollectible accounts totalling $2,552,238 relative to fines, costs: 
and fees owed to Provincial Courts were written off by the Ministry of the 
Attorney General. Virtually all of these write-offs involve accounts which 
are at least four years old. 


The Ministry of Consumer and Commercial Relations wrote off 
$2,207,462 with respect to the Motor Vehicle Accident Claims Fund. The 
majority of this write-off pertained to claims/judgements at least ten years 
old, on which no payments had been made for at least five years. 


OFFICE OF THE PROVINCIAL AUDITOR 157 


6 


OFFICE OF THE PROVINCIAL AUDITOR 


6.1 Office Goals 


PRIMARY GOAL 


The primary goal of the Legislative Auditor can be described as 
follows: 


—To help the Legislature hold the government 
accountable by reporting to the Legislature on the 
quality of the administration’s stewardship of public 
funds. 


The Provincial Auditor seeks to achieve this goal by reporting 
annually to the Legislature under the authority of section 12 of the Audit 
Act. Essentially, this annual report consists of: 


‘expression of an opinion on the Province’s financial statements 
as to their fairness and consistency in accordance with stated 
accounting policies, and 


disclosure of significant matters noted in the course of audit of 
government ministries and agencies, for example, where: 


—accounts were not properly kept or essential records not 
maintained; 


—tules and procedures were not adequate for the safeguard of 
public property, the collection of revenue and the 
authorization of expenditure; 


—money was expended without due regard to economy and 
efficiency; 


—appropriate procedures were not established to measure and 
report on the effectiveness of programs. 


We endeavour to be constructive and our observations, therefore, 
ire accompanied by recommendations wherever possible. 


SECONDARY GOAL 


While the Provincial Auditor’s primary reporting responsibility to 
he Legislature is unequivocal, the Provincial Auditor has a secondary 
eporting responsibility to those charged with the administration of the 
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| 
various agencies and ministries which he audits. For agencies this 
responsibility is generally stipulated in the enabling legislation. For 
ministries this responsibility has not been legislated. Rather it has been 
recognized by the Provincial Auditor as a further responsibility which is 
appropriate in the circumstances and in the interest of improved 
government administration. | 

Accordingly the secondary goal of the Provincial Auditor can be 

expressed as follows: 

—To help Deputy Ministers/Agency Heads hold their | 
administrations accountable by reporting to them on the : 
quality of the ministries’/agencies’ stewardship of public | 
funds. 


| 
{ 


The Provincial Auditor reports to a Deputy Minister or to an Agency 
Head at the conclusion of each audit. These reports consist 0 
assessments of significant areas covered in the course of audit togethe: 
with recommendations for improvement. | 


The reporting process is more fully described in section 6.7. | 


6.2 Audit Responsibilities : 


PRIMARY RESPONSIBILITIES | 


The primary audit responsibilities of the Provincial Auditor ari 
twofold and involve the examination of: | 
(a) The accounts of the Province in accordance with hi, 
appointment as auditor under the Audit Act. | 


(b) The accounts of agencies of the Crown in accordance with hi: 
appointment as auditor under various related statutes or othe 
appropriate authorities. | 


Accounts of the Province 


The examination of the accounts of the Province is made 1! 
conformity with section 9(1) of the Act which reads as follows: 


“The Auditor shall audit, on behalf of the Assembly and 
in such manner as the Auditor considers necessary, the 
accounts and records of the receipt and disbursement of | 
public money forming part of the Consolidated Revenue | 
Fund whether held in trust or otherwise.”’ | 


In this connection, all ministries are subject to audit in accordance 
therewith. These audits, when combined with the audit activities of th 
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Office’s Reporting and Standards Branch, enable the Provincial Auditor 
to express an opinion on the financial statements of the Province. A 
listing of the ministry audits covered by this report appears in Exhibit 6. 


Accounts of Agencies of the Crown 


An agency of the Crown is defined in section l(a) of the Audit 
Act (see Exhibit 1). For the year ended March 31, 1984 the Provincial 
Auditor had direct audit responsibility for sixty-one agencies of the 
Crown pursuant to his appointment as auditor by shareholders, governing 
bodies or under various statutes. These agencies are listed as parts (1) and 
(11) of Exhibit 7 of this Report. 


Section 9(2) of the Act provides that in instances where an agency 
of the Crown is audited by an auditor other than the Provincial Auditor, 
the audit is to be performed under the direction of the Provincial Auditor, 
and such other auditor is required to report to the Provincial Auditor. For 
the year ended March 31, 1984 seven agencies were in this category, and 
are shown under parts (iii) and (iv) of Exhibit 7. 


ADDITIONAL RESPONSIBILITIES 


Under section 16 of the Act, the Provincial Auditor is required to 
-xamine into and report on any matter referred to him in respect of the 
Public Accounts by a resolution of the Standing Public Accounts 
Committee. 


Section 17 of the Act requires the Provincial Auditor to undertake 
uch special assignments as may be required by either the Assembly, the 
standing Public Accounts Committee (by resolution of the Committee), 
x by a Minister, provided that such special assignments do not take 
wecedence over the Auditor’s other duties. Further, if such an 
\ssignment is referred to the Provincial Auditor by a Minister, it can be 


leclined if, in the opinion of the Auditor, it conflicts with his other 
luties. 


La Audit Activities 


TTEST AND COMPLIANCE 


In order to express a professional opinion on the financial 
atements of the Province and numerous agencies of the Crown, audits are 
nducted in accordance with generally accepted auditing standards, as 
tomulgated by the Canadian Institute of Chartered Accountants. 


All ministry and agency audits include a general review of the 
“counting procedures and systems of internal control, together with such 
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tests of accounting records and supporting evidence as are considered 
necessary in the circumstances. Additionally, compliance with existing 
statutes, regulations and administrative requirements is reviewed. 


Fraud and Error 


When performing audits in accordance with generally accepted 
auditing standards, auditors seek reasonable assurance through various 
means that material fraud and error have not occurred or that, if they have 
occurred, they are corrected and properly accounted for. However, it must 
be realized that such audits may not detect, and are not primarily designed 
to detect, every instance of fraud or error. 


The resources required to examine the circumstances behind and 
the support for every transaction recorded would be prohibitive. Even if the 
resources were available, assurance that there were no unrecorded 
transactions would still be lacking. Furthermore, collusion between 
ministry/agency personnel and outside parties, or among management or 
employees could result in apparently genuine but falsified transactions and 
documents being accepted by the auditor. 


VALUE FOR MONEY 


In addition to the preceding activities of an attest/compliance 
nature, section 12(2)(f) of the Audit Act requires the Provincial Auditor to 
report on any cases where he has observed that money was expended 
without due regard to economy and efficiency, or where appropriate 
procedures were not taken to measure the effectiveness of programs. This 
is commonly known as the value for money audit mandate. 


More concisely, the Provincial Auditor is required to report to the 
Legislature significant instances where he has observed that management is 
not fulfilling its responsibilities. It should be noted that it is not part of our 
mandate to evaluate the effectiveness of programs, or to develop standards 
dealing with the efficiency of program delivery. These are ministry/agency 
management functions. Our mandate is to assess the extent to which these 
functions have been carried out by management. 


| The Office undertakes reviews on a program, activity or system 
basis. These reviews are designed to assess components of the 


management process as they relate to economy, efficiency and procedures 
to measure effectiveness. 


| _ For a description of the management process in Ontario and 
definitions and examples of the terms economy, efficiency and 
effectiveness, reference can be made to sections 6.5 and 6.6 of oul 
previous year’s report. 
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COORDINATION WITH INTERNAL AUDIT 


Wherever possible, in order to avoid duplication of effort, we rely 
on work that has been done and reports that have been issued by ministry 
and agency Internal Audit Branches. 


At or near the commencement of each audit, the in-charge auditor 
meets with the Director of the ministry or agency Internal Audit Branch in 
order to determine the nature and extent of internal audit reviews 
-onducted during the period subsequent to our previous audit of the 
ministry or agency. As part of this process, the internal audit working 
yaper files, reports to management and replies from management are 
eviewed. 


Based on this review, we modify our own audit work to avoid areas 
hat have already been adequately covered by the internal auditors. 


4 Frequency and Initiation of Ministry Audits 


7REQUENCY 


The Office has recently adopted a cyclical approach to Ministry 
iudits. Essentially, this means that, in addition to the annual attest audit 
vork which is required in ministries for the expression of an opinion on the 
‘rovince’s financial statements, audit activity is conducted in some 
ministries every year, in others every second year, and in the remaining 
Ministries every fourth year. The frequency of individual ministry audits is 
lased on a number of factors, including total annual expenditure, diversity 
nd complexity of operations and the extent of significant regulatory 
esponsibilities. 


These ministry audits cover, normally on a program basis, an 
Ppropriate minimum percentage (i.e. 25 per cent, 50 per cent or 100 per 
ent, based on the frequency of the cycle) of each ministry’s revenue and 
xpenditure. In effect, during the four year cycle, internal controls in the 
lajor financial Systems, compliance with significant legislation and 
irectives, and attention to economy, efficiency and the measurement of 
ffectiveness in key programs/activities will be reviewed. 


NITIATION 


As a result of the preceding cyclical approach, ministry personnel 
f€ not aware in advance as to when an audit of their ministry will be 
onducted. The Provincial Auditor, therefore, has adopted the practice of 
riting to Deputy Ministers prior to the commencement of audits in their 
unistries. The Deputy Ministers, in this way, are advised of the date the 
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audit will commence as well as the identity of the Office staff member: 
who will be involved in the audit. 


Agency of the Crown audits, on the other hand, are alwall 
conducted on an annual basis. Agency personnel are therefore aware tha 
Office staff will be on site at least once, and in the case of interim audits 
twice every year. For this reason, it is not considered necessary to formally 
advise agency heads of forthcoming audits. However, arrangements fo 
agency of the Crown audits are orally agreed upon with senior agency staf 
prior to the commencement of each audit. | 


6.5 Audit of Transfer Payments 


Section 6.7 of last year’s report on the audit of transfer payment 
dealt in detail with the following topics: 


eaudits at the ministries; 


einspection audits of transfer payment recipients and value fo 
money implications; 


| 


ethe value for money issue as it relates to transfer payments. | 
AUDITS AT THE MINISTRIES | 

Transfer payments, comprising more than 70% of Provincia. 
expenditures, represent expenditures for which the Province does no, 
directly receive goods or services. The payments may be for specific 
purposes (funding of school boards and universities) or may bi 
unconditional (per capita grants to municipalities). | 


Our ongoing attest/compliance activities involve the testing 0 
selected payments, including transfer payments, for proper authorization 
and calculations. In addition, economy and efficiency in the administratio: 
of transfer payments and procedures in place to measure the effectivenes 
of the transfer payment programs are also reviewed. The ministries 
internal audit branches may also carry out similar procedures, BH 


duplication of effort is avoided by checking the extent of their coverage @ 
the start of our audits. | 


INSPECTION AUDITS OF TRANSFER PAYMENT RECIPIENTS | 


Section 13 of the Audit Act gives the Provincial Auditor the right 0 
access to the accounting records of transfer payment recipients who wer 
given funds for specific purposes. The inspection audit enables our Offic: 
to determine whether the funds were, in fact, spent for the purpose 
specified or that the grant conditions were met. Ministry internal auditor 
may also carry out inspection audits pursuant to the terms of agreement 
with transfer payment recipients. Due to the multiplicity of recipients OU 


{ 
| 
{ 
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Jffice conducts inspection audits on an exception basis where 
ircumstances warrant the extension of our audit of the ministry. 
nspection audits, being an examination of accounting records, do not 
pecifically involve the value for money considerations of economy, 
‘fficiency and effectiveness of the recipient’s operations; however, 
ybservations on these matters may arise as a by-product of inspection 
udits. 


| 
"RANSFER PAYMENTS AND THE VALUE FOR MONEY ISSUE 


We believe it is the responsibility of the government to assure that 
unds provided in the form of transfer payments are well managed by the 
ecipients, that is, spent with due regard for economy, efficiency and 
ffectiveness. Value for money auditing can certainly assist funding 
inistries/agencies in the fulfillment of this responsibility. 


The impetus for value for money auditing should come from the 
unding ministries/agencies. Such auditing could be conducted by the 
2cipients’ appointed auditors or by the internal audit staff of the funding 
linistries. 

The Provincial Auditor would not have any direct involvement in 
‘e aforementioned value for money audit process. Indirectly he may 
-come involved in the course of his continuing ministry audit 
‘sponsibilities. This involvement may arise as a result of assessing the 


eps taken by a ministry to satisfy itself that funded organizations are 
ing well managed. 
| 


‘6 Crown Controlled Corporations 


| In section 6.8 of our previous year’s report we noted the 
isponsibilities associated with the audit of Crown controlled corporations 
’ public accounting firms or by our Office. For the definition of a Crown 
ontrolled corporation reference should be made to section I(e) of the 
udit Act (see Exhibit 1). A listing of Crown controlled corporations 
‘dited by public accounting firms, for the year ended March 31, 1984, is 
cluded as part of Exhibit 7 of this Report. 


JDITED BY PUBLIC ACCOUNTING FIRMS 


Under section 9(3) of the Audit Act the public accountant auditing a 
“own controlled corporation has certain duties: 


; 
‘ 
f 


the auditor is required to deliver to the Provincial Auditor 
a copy of the audited financial statements and_ the 
management letter; 


ethe auditor must make available for review all working 
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ON oe 
papers, reports, schedules and documentation requested by | 
the Provincial Auditor; 


the auditor must, if requested by the Provincial Auditor, 
provide explanations and information as to the nature and 
extent of the audit work carried out and the results 


obtained. 


The audit of Crown controlled corporations should involve valu 
for money considerations. As the Provincial Auditor has no responsibilit 
for the audit process, he cannot direct the other auditor to undertake valu 
for money auditing. The other auditor, however, must be prepared t 
advise the Provincial Auditor, if not already covered in the managemer 
letter, of any deficiencies in respect of value for money observed durin 
the audit. Also, if the Provincial Auditor believes that the information 
explanations and documentation, obtained through application of sectio 
9(3) of the Audit Act, are insufficient, he can request the other auditor t 
conduct value for money auditing (per section 9(4)). However, the othe 
auditor could decline, thus necessitating a review by the Provincia 
Auditor. 


' 


NOT AUDITED BY PUBLIC ACCOUNTING FIRMS 


In addition to Crown controlled corporations audited by publi 
accounting firms, there are certain other Crown controlled corporation 
whose enacting legislation does not contain any audit provision. In the cas 
of these corporations, their revenue is not retained, but is deposited directl 
into the Consolidated Revenue Fund of the Province. Expenditures of thes 
corporations are paid by ministries out of moneys appropriated therefor b 
the Legislature. As a result, these corporations have no assets or liabilitie 
for accounting purposes. The operations and transactions of suc 
corporations are, however, subject to audit as part of our ministry aud 
process. Examples of these corporations are the Liquor Licence Board an 
the Niagara Escarpment Commission. 


6.7 ‘Provincial Auditor’s Reporting Process 
| A complete description of our reporting process was contained 1 
section 6.9 of last year’s report. The section dealt with: 


the procedures leading up to the publishing of the annual repo! 
and its subsequent review; 


*the disclosure requirements for other audit reports. 


A brief summary of this reporting process follows: 
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MINISTRIES AND AGENCIES 
At the conclusion of each audit our reporting process involves: 


discussion of the draft report with senior officials designated by 


the ministry or agency, but not including those to whom the final 
report is to be addressed; 


‘revision of the draft report, resulting from the discussion or from 
subsequent review by the Assistant Provincial Auditor or the 
Provincial Auditor; 


issue of the final report to the ministry’s Deputy Minister or, in 


the case of agencies, to the Board of Directors and the Minister of 
the associated ministry; 


further discussion of the report if requested by the ministry or 
agency. 


| 


nterim Procedures 


Where interim audits of agencies have occurred our reporting 
wrocedures are as follows: 


ein a letter to the Chief Executive Officer, the appropriate Branch 
Director in our Office outlines our major findings and 
recommendations; 


‘significant findings in the interim letter, together with the current 
status thereof, are included in our final report. 


7eneral 


| 
s 


| Draft reports and interim letters are considered to be an integral part 
if the audit working papers and, according to section 19 of the Audit Act, 
Te not required to be laid before the Assembly or any of its committees. 


UBLIC DISCLOSURE OF AUDIT REPORTS 
rovincial Auditor’s Annual Report 


Audit reports on ministries and agencies provide the main content 
ee Chapters 3 and 4) of the annual Report which becomes a public 
scument when laid before the Legislative Assembly. The steps in this 
‘porting process are as follows: 


‘individual reports are reviewed by the Office’s Management 
Committee for matters of significance or interest to the 
Assembly; 


*selected items and relevant client responses received up to 
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September 30 only (due to printing deadlines) are included in the 
annual Report; | 


matters raised by public accounting firms in the audit of Crown 
controlled corporations may also be included in the Report; | 


«the Report is tabled in the Assembly and subsequently referred to. 
the Standing Public Accounts Committee for their review and 


deliberations (see section 1.5); : 


sclient responses received after September 30, and pertaining to’ 
sections contained in the Report, are forwarded to the 
Committee; | 


sin a meeting open to the general public, the Committee calls upon 
representatives of the ministries or agencies to discuss selected 
sections of the Report. 


Other Audit Reports 


The Standing Public Accounts Committee or any other committee 
of the Legislature may, by resolution, request that individual audit reports 
be made available if they are deemed essential or beneficial in the pursuit 
of the committee’s appointed duties. As soon as a report is laid before ¢ 
committee it becomes a public document. | 


6.8 Office Organization and Personnel | 


ORGANIZATION | 


The Office of the Provincial Auditor consists of six branches, each 
of which is headed by a Director. The six branch Directors, together witl 
the Director of Personnel and Administration, the Assistant Provincia 
Auditor and the Provincial Auditor, collectively comprise the Office's 
Management Committee. An organization chart of the Office is presentec 
as Exhibit 5 of this Report. | 


Policy Field Branches (4) 


| The four Policy Field branches are responsible for the audits of all 
ministries and agencies of the Crown falling under each of the Provincia 
Government Policy Fields — General Government, Justice, Resource: 
Development and Social Development. These branches also have 
responsibility for coordinating the Office’s relationship with the externa: 
auditors of those Crown controlled corporations for which the Provincia 
Auditor is not the designated auditor. 


Reporting and Standards Branch | 
The primary responsibilities of this branch are the audit of the 
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Province’s financial statements which appear in Volume | of the Public 
Accounts, the preparation of the Annual Report of the Provincial Auditor 
0 the Legislature, the development and maintenance of the Office’s Audit 
Manual, and the conduct of post-audit quality control reviews. 


specialized Audits and Resources Branch 


| This branch has basic responsibility for EDP audits, and for 
ecruitment, staff training and professional development. 


PERSONNEL 
| The composition of the staff of the Audit Office at September 30, 
983 and 1984 was as follows: 


September 30 


1983 1984 
Management committee 8 9 
| Audit managers 13 14 
| Audit supervisors les) 14 
| Auditors 15 14 
Student auditors, audit 
technicians and assistants 34 32 
Personnel and administrative 8 8 
| Total staff 93 91 


As indicated by the preceding summary, there was a reduction of 2 
taff members during the year. This net loss was the result of 24 staff 
embers leaving the Office together with the hiring of 22 new staff 
lembers. Efforts are being made to recruit new staff, thus bringing the 
Mfice closer to its currently authorized complement of 99. 


| Included in the category for student auditors, audit technicians and 
Ssistants are 29 employees who are enrolled in various stages of courses 
vading to professional qualifications through either The Institute of 
‘hartered Accountants of Ontario (CA) or The Society of Management 
ccountants of Ontario (RIA). 


‘9 Staff Training and Professional Development 


The establishment and maintenance of an ongoing program of both 
fe and post qualification professional training is considered essential to 
le long-term development of the Office and its staff. Although ‘on the 
b’’ training is a major part of this program, our professional staff and 
‘udents attend in-house courses and seminars designed to enhance their 
iditing and management skills. Some of the courses have been developed 
id presented by our staff whereas others are purchased. 


In addition to the preceding, staff members also attend 
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independently sponsored seminars where it is felt that the material coverec 
will be of benefit to job performance. | 


6.10 Canadian Conference of Legislative Auditors | 

The twelfth annual meeting of the Canadian Conference 0 
Legislative Auditors was held in Charlottetown, Prince Edward Islanc 
from July 9 to 11, 1984. This association, consisting of the legislative 
auditors of all the provinces and Canada, has served since its inception as 
useful forum for the sharing of ideas and information important to thi 
legislative auditing community. ) 


Matters discussed at the Conference, which was attended by thre 
members of this Office, included: 


¢the content of annual reports; | 
¢ funding and valuation of public sector pension plans; 
¢computer usage and auditing; | 
¢ value for money/broad scope auditing. | 


At the same time, representatives of the Public Account: 
Committees from the provinces and Canada held their sixth annua 
meeting. Included in the agenda of both groups was a combined meeting 
on July 10, at which time sessions were held on government financia 
statements and on auditors’ relationships with the media at annual repor 
time. | 
6.11 Examination of the Accounts of the Office of the Provincial _ 

Auditor | 

In accordance with section 28 of the Audit Act, the accounts relate: 
to the Office’s expenditure for the year ended March 31, 1984 were audite: 
by a firm of chartered accountants. The audited statement of expenditure 
together with the report thereon, which will be submitted to the Board 0 
Internal Economy and tabled in the Assembly during the fall session, an 
included as Exhibit 8 of this Report. 
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_THE STANDING PUBLIC ACCOUNTS COMMITTEE 


1 Appointment and Composition of the Committee 


Standing Order 91 of the Legislative Assembly provides for the 
ppointment of a Public Accounts Committee for the life of each 
‘arliament, thus providing for continuity of membership. The current 
/ommittee, which was appointed in April 1981 at the commencement of 
qe Thirty-Second Parliament, consists of twelve members. 


| Committee membership is proportional to the respective Party 
1embership in the Legislature, and as has been the case since 1968, the 
‘hairman is a member of the Official Opposition Party. The current 
ommittee comprises six Progressive Conservatives, four Liberals and two 
ew Democrats. However, since the Chairman cannot vote on any 
lotions unless there is a tie, the Progressive Conservative Party has the 
ting majority on the Committee. 


‘2 Role and Responsibilities of the Committee 
Standing Order 91 requires that the Report of the Provincial 
‘uditor and the Public Accounts be referred to the Committee as they 
come available. These documents, therefore, form the basis of the 
(ymmittee’s role. 


| The role of Public Accounts Committees in general is covered in 
te Canadian Comprehensive Auditing Foundation publication entitled 
{mproving Accountability — Canadian Public Accounts Committees and 
L-gislative Auditors’’. Additionally, the role of the Ontario Committee 
‘aS set out as part of its December 1980 Report to the Legislature. 


In summary, the role of the Committee is to hold the Cabinet and 
evernment bureaucracy accountable for their administration. This 
Acountability flows to the Committee, to Parliament, and ultimately, to 
'> public at large. 

In order to achieve this role, the Committee examines, assesses and 
‘orts to the Legislature on a number of issues, including: 

the reliability and appropriateness of information in the Public 


Accounts to provide a fair accounting of operations and financial 
transactions; 
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sthe assessment, collection and proper allocation of revenue; 


ethe maintenance of expenditures within the limits and for the 
purposes authorized by the Legislature; 


the adequacy of controls to protect assets from loss, waste and 
misappropriation; 


ethe regard for economy in the acquisition of goods and services; 
ethe regard for efficiency in operations; | 
ethe effectiveness of programs in meeting their stated objectives. 


PROVINCIAL AUDITOR’S ROLE IN THE PROCESS | 


To a large extent, the performance of the Public Accounts. 
Committee depends on its relationship with the Provincial Auditor. In this 
regard, it is this Office’s role to bring the preceding issues forward in our 
annual Report in such a way that they can be dealt with constructively and, 
intelligently by the Committee members who, for the most part, are neither 
professional accountants nor overly familiar with details of managerial 
systems and controls. | 


Additionally, the Provincial Auditor and senior staff members 
attend Committee meetings to provide assistance by answering questions 
and providing clarification regarding matters being reviewed by the 


Committee. 


7.3 Committee Meetings 


GENERAL 


The Committee meets every Thursday morning when the 
Legislature is in session and, for the past several years, has met ofter 
during the summer and winter when the Legislature is not in session. Al 
meetings, with the exception of those dealing with the setting of the! 


Committee’s agenda and the preparation of Committee reports, are open tc 
the public. | 





WITNESSES 


Most Committee meetings deal with those aspects of the operations 
of government ministries and Crown agencies related to assessing the 
legality and prudence of government expenditures and the establishment 0 | 
proper administrative policies and procedures. 


| 
In this regard, at meetings where the Committee is dealing witl 
ministry matters, a deputy minister, who is usually accompanied by senio’ 
ministry officials, appears as a witness to answer questions raised by 
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-ommittee members. Very rarely are Ministers themselves called as 
witnesses, since the Committee deals with administrative, as opposed to 
olicy, matters. 


| When the Committee is dealing with Crown agencies, the chief 
‘xecutive officer, and at times, the chairman of the agency’s Board appear 
§ witnesses, usually accompanied by senior agency staff. 


MEETINGS HELD 


| Reference was made in our 1983 Report (section 1.5) to Committee 
aeetings during the Second and Third Sessions of the Thirty-Second 
arliament, up to the time of the Committee’ s meetings from September 27 
929, 1983 dealing with the accountability of selected Crown agencies. 


| Upon the return of the Legislature in the fall of 1983, the 
‘ommittee held ten meetings during the months of October to December. 
everal of these meetings were related to motions passed by the Committee 
see following sub-section), and two meetings were devoted to the 
reparation of the Committee’s 1983 Report to the Legislature. 


| The Committee received the authorization of the Assembly to meet 
uring the winter recess between sessions in order to review the Provincial 
uditor’s annual Report for 1983. As a result, six full-day meetings were 
2Id in late February and early March 1984, during which time thirteen 
*ctions of our 1983 Report were reviewed by the Committee. 


In this connection, one day dealt with a detailed review of section 
.2 of the Report, related to the accountability for transfer payments. 
eputy Ministers of Municipal Affairs and Housing, Community and 
deial Services, Education and Colleges and Universities, Health and the 
2cretary of the Management Board of Cabinet appeared as witnesses to 
‘scuss the current status of this issue. A further meeting, lasting for 
ne-half day, dealt with the Province’s cash management process and 
atters related to deposit, trust and reserve accounts, both of which 
'rtained to the Province’s Public Accounts. 


} 


After commencement of the Fourth Session of the Thirty-Second 
itliament on March 20, 1984, the Committee held ten meetings during 
2 months of March to June, prior to the adjournment of the Assembly on 
Ine 27, 1984 for the summer recess. Eleven sections of our 1983 Report 
2re reviewed during these meetings, together with other matters related to 
)mmittee motions. 


The Committee, with the authorization of the House, held a further 
Meetings in September 1984 to review our reports on matters related to 
tain aspects of the finances of Ontario Hydro (see following 
9-section). 
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MOTIONS PASSED AT MEETINGS 
Ministry of Government Services — Tendering and Related Practices 


At its October 20, 1983 meeting, the Committee passed a motion 
requesting the Office to table with the Committee a report which was then 
in process related to a review of certain tendering and related practices. 
within the Ministry of Government Services. | 


This report, which was prepared under section 17 of the Audit Act. 
pursuant to the request of the Minister of Government Services, was tabled 
with the Committee and discussed at its November 17, 1983 meeting. 
Following a further motion on that date, the report was also discussed with 
the Deputy Minister of Government Services at the November 24 meeting. 
and with the Secretary of Management Board at the December | meeting. | 


Pages 71 to 77 of the Committee’s December 1983 Report to the 
Legislature summarized the issues covered at these meetings. The 
Committee expressed concern about the enforcement of compliance with 
the Manual of Administration, and suggested that the matter should be) 
reviewed by the Government. Reference should be made to Exhibit 10 and: 
section 3.13 of this Report for the current status of this recommendation. — 
Finances of Ontario Hydro 

At its October 20, 1983 meeting, the Committee passed a motion 
initiating a review of certain aspects of the finances of Ontario Hydro. This 
motion, as supplemented by further motions on November 3 and December 
1, directed the Provincial Auditor to assist the Committee in its review by 
preparing reports related to: | 
ethe financial situation of the Darlington nuclear generating station 

construction project; | 


ethe cost of the major tube replacement program at Pickering ““A”™ 
nuclear generating station; and | 


¢the total of Hydro’s mothballing and write-off program in heavy 
water production and fossil fuel generation. 


| In order to provide better assistance to the Committee by dealing 
with the specific concerns and questions of the members, our review, fo! 
the most part, was focused on obtaining and analyzing information to 
answer specific questions from each of the three political parties 
represented on the Committee. These questions were tabled at the 
Committee’s October 27, 1983 meeting. 


As previously stated, the Committee held 4 meetings commencing 
on September 18, 1984 to review our reports and Ontario Hydro’s response 
thereto. These meetings were preceded by a tour of both the Pickering 
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nuclear generating station and the Darlington nuclear generating station, 
now under construction. 


It is expected that the results of the Committee’s review will be 
included in its 1984 Report to the Legislature. 


Algonquin Community College 


Pursuant to a motion passed on March 6, 1984, the Deputy Minister 
of Colleges and Universities, together with the President of Algonquin 
Community College and the Chairman of the Ontario Council of Regents 
for Colleges of Applied Arts and Technology, attended the Committee’s 
April 26, 1984 meeting. The purpose of their attendance was to explain the 
College’s financial management and administrative systems, and in 
oarticular, the reasons for a $2.2 million grant overpayment from the 
Ministry to the College. 


Arising from the testimony at this meeting, the Committee passed a 
urther motion, on May 17, directing the Provincial Auditor ‘‘to 
nvestigate and review the financial management and administrative 
ystems of Algonquin College and to report to this committee regarding the 
‘fficiency, effectiveness and economy of such financial management and 
idministrative systems.”’ 


Our report dealing with this matter will be tabled with the 
-ommittee upon completion of our investigation. 


Ainistry of Agriculture and Food — Contracts 


Resulting from a Committee motion passed on April 5, 1984, the 
Jeputy Minister of Agriculture and Food attended the Committee’ s May 3 
neeting, in order to explain the circumstances surrounding an apparent 
ack of compliance with the Ontario Manual of Administration. 


The situation, in summary, related to payments made to a 
Onsulting firm on the basis of an April 1981 purchase order. These 
onsulting services were continued during 1982, 1983 and a portion of 
984 without being re-tendered. 


| Recommendations, if any, arising from the Committee’s May 3 
leeting will be included in its 1984 Report to the Legislature. 


linistry of Municipal Affairs and Housing — Subdivision Agreement 


At its May 31, 1984 meeting, the Committee passed a motion 
irecting the Provincial Auditor to investigate the approval and 
dministration of a subdivision agreement between the Ministry and 
ygate Homes Inc. for the development of a subdivision in an unorganized 
wnship. Specifically, the motion deals with three aspects of this 
2reement: 
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«why the Ministry approved this subdivision with communal water 
services in an unorganized area; 


e why a performance bond was not secured to guarantee completion | 
of the project and services; and 


* why the letters of credit with a bank were allowed to lapse before 
the project’s completion. 


Our report dealing with this motion will be tabled with the. 
Committee upon completion. | 


7.4 Other Committee Activities 


CANADIAN COUNCIL OF PUBLIC ACCOUNTS COMMITTEES 


The sixth annual meeting of the Council was held in Charlottetown, 
Prince Edward Island from July 8 to 12, 1984. These annual meetings, 
which are attended by public accounts committee members from all the 
provinces and Canada, serve a useful role in the exchange of ideas and. 
information amongst the members. The chairman and several members of 
the Ontario committee attended the current meeting. 


The keynote address, dealing with Accountability in Government, 
was made by the Chairman of the Ontario committee, who was also the 
President of the Council. Matters discussed during the meetings included: 
the role and function of Treasury Boards, Management Boards and 
Comptrollers General, case studies of various public accounts committees 
and, as previously referred to in section 6.10 of this Report, a combined 
meeting with the legislative auditors on government financial statements 
and on auditors’ relationships with the media at annual report time. 


OTHER 


During the first week of October 1983, the Committee travelled to 
Washington, D.C., in order to gain an insight over auditing at the federal 
level in the United States and the operations of a Congressional committee 
that deals with various audit reports as part of its activities. In this 
connection, the Committee had meetings with staff of the United States 
General Accounting Office (GAO) and with the Chairman of the 
Sub-Committee on Government Information, Justice and Agriculture. This 
is a sub-committee of the House Committee on Government Operations, 
the House committee whose role most closely approximates that of the 
Ontario Public Accounts Committee. 


Additionally, the Chairman and three members of the Public 
Accounts Committee will be travelling to London, England for meetings 
during the first week of October to review the new Audit Act in Great 
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Britain, the operations of the Public Accounts Committee and the 
accountability of Crown corporations. 


7.5 Reports of the Committee 


GENERAL 


The Committee’s annual Report is tabled with the Legislature in 
December of each year. The Report consists of a précis of the information 
reviewed by the Committee during its meetings, together with a summary 
of the Committee’s comments and recommendations. At times, although 
not frequently, the Committee also issues interim reports. 


Once the report is tabled in the Legislature, a debate is scheduled 
thereon. This debate provides Committee members with the Opportunity to 
once again bring items of concern to the Legislature’s attention. 
Additionally, it provides an opportunity for various cabinet ministers to 
comment on matters that have been dealt with by the Committee. 


1983 REPORT 


The Committee’s 1983 Report to the Legislature was tabled on 
December 14, 1983 and was debated in the Assembly on April 27 and May 
10, 1984. Motions for adoption of the recommendations contained in both 
the Committee’s 1982 and 1983 reports were carried on April 24, 1984. 


For informational purposes, Exhibit 10 of this Report summarizes 
and provides the current status of all recommendations contained in the 
Committee’s 1983 Report. Exhibit 10 also provides an update on the status 
of recommendations contained in previous Committee reports, to the 
extent that such recommendations were considered unresolved by the 
relevant ministry or agency per Exhibit 10 of our 1983 Report. 
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EXHIBITS 


- Sections of the Audit Act Relevant to the Responsibilities of the 


Provincial Auditor. 


Province of Ontario, Audited Financial Statements, Year Ende 
March 31, 1984. 


. Management Board Orders—Amounts Authorized and Expended 


Thereunder, Year Ended March 31, 1984. 


. Statutory Appropriations—Amounts Provided and Expendaae 


Thereunder, Year Ended March 31, 1984. 
Office of the Provincial Auditor: 
Organization Chart. 


Ministry Audits and Special Reviews, Year Ended March 31, 
1984. 


Agency of the Crown and Crown Controlled Corporation Audits, 
Year Ended March 31, 1984. 


Audited Statement of Expenditure, Year Ended March 31, 1984. 


. Status of Suggested Corrective Action and Recommendations 


Contained in Previous Annual Reports. 


Status of Recommendations Contained in the Reports of the Standing 
Public Accounts Committee to the Legislative Assembly. 
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EXHIBIT 1 


SECTIONS OF THE AUDIT ACT RELEVANT TO THE 
RESPONSIBILITIES OF THE PROVINCIAL AUDITOR 


EY DEFINITIONS 
gency of the Crown 


1.(a) “‘agency of the Crown’’ means an association, authority, board, 
| commission, corporation, council, foundation, institution, 
organization or other body, 


(1) whose accounts the Auditor is appointed to audit by its 
shareholders or by its board of management, board of 
directors or other governing body, 


(11) whose accounts are audited by the Auditor under any other 
Act or whose accounts the Auditor is appointed by the 
Lieutenant Governor in Council to audit, 


(111) whose accounts are audited by an auditor, other than the 
Auditor, appointed by the Lieutenant Governor in Council, 
or 


(iv) the audit of the accounts of which the Auditor is required to 
direct or review or in respect of which the auditor’s report 
and the working papers used in the preparation of the 
auditor’s statement are required to be made available to the 
Auditor under any other Act, 


but does not include one that the Crown Agency Act states is not 
affected by that Act or that any other Act states is not a Crown 
Agency within the meaning or for the purposes of the Crown 
Agency Act. 


“own Controlled C orporation 


.(e€) “*Crown controlled corporation’? means a corporation that is not 
an agency of the Crown and having 50 per cent or more of its 
issued and outstanding shares vested in Her Majesty in right of 
Ontario or having the appointment of a majority of its board of 
directors made or approved by the Lieutenant Governor in 
Council. 


ipection Audit 

(g) “‘inspection audit’? means an examination of accounting records. 
“AMINATION OF ACCOUNTS 

nsolidated Revenue Fund 


-(1) The Auditor shall audit, on behalf of the Assembly and in such 
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manner as the Auditor considers necessary, the accounts ar 
records of the receipt and disbursement of public money formir 
part of the Consolidated Revenue Fund whether held in trust ( 


otherwise. 


Agencies of the Crown and Crown Controlled Corporations 


ee) 


913) 


9.(4) 


SUBMISSION OF ANNUAL AND SPECIAL REPORTS 


12201) 


Where the accounts and financial transactions of an agency of tt 
Crown are not audited by another auditor, the Auditor sha 
perform the audit, and, notwithstanding any provision of ar 
other Act, where the accounts and financial transactions of ¢ 
agency of the Crown are audited by another auditor, the aud 
shall be performed under the direction of the Auditor and suc 
other auditor shali report to the Auditor. 


Where the accounts of a Crown controlled corporation are audite 
other than by the Auditor, the person or persons performing th 
audit, 


(a) shall deliver to the Auditor forthwith after completion of th 
audit a copy of their report of their findings and the 
recommendations to the management and a copy of th 
audited financial statements of the corporation; | 


shall make available forthwith to the Auditor, when ¢ 
requested by the Auditor, all working papers, report. 
schedules and other documents in respect of the audit or - 
respect of any other audit of the corporation specified in th 
request; 


(b 


— 


shall provide forthwith to the Auditor, when so requested t! 
the Auditor, a full explanation of work performed, tests ar 
examinations made and the results obtained, and any oth 
information within the knowledge of such person or persons — 
respect of the corporation. 


(Cc 


— 


Where the Auditor is of the opinion that any informatio: 
explanation or document that is provided, made available ‘ 
delivered to him by the auditor or auditors referred to 

subsection (2) or (3) is insufficient, the Auditor may conduct ' 
cause to be conducted such additional examination ar 
investigation of the records and operations of the agency ‘ 
corporation as the Auditor considers necessary. 


The Auditor shall report annually to the Speaker of the Assemb. 
after each fiscal year is closed and the Public Accounts are la 
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before the Assembly, but not later than the 31st day of December 
in each year unless the Public Accounts are not laid before the 
Assembly by that day, and may make a special report to the 
Speaker at any time on any matter that in the opinion of the 
Auditor should not be deferred until the annual report, and the 
Speaker shall lay each such report before the Assembly forthwith 
if it is in session or, if not, not later than the tenth day of the next 
session. 


| 
ONTENT OF ANNUAL REPORT 


2.(2) In his annual report in respect of each fiscal year, the Auditor 


shall report on, 


(a) the work of the Office of the Auditor, and on whether in 
carrying on the work of the Office the Auditor received all the 
information and explanations required; 


(b) the examination of accounts of receipts and disbursements of 
public money; 


(c) the examination of the statements of Assets and Liabilities, the 
Consolidated Revenue Fund and Revenue and Expenditure as 
reported in the Public Accounts, and shall express an opinion 
as to whether the statements present fairly the financial 
position of the Province, the results of its operations and the 
changes in its financial position in accordance with the 
accounting principles stated in the Public Accounts applied on 
a basis consistent with that of the preceding fiscal year 
together with any reservations the Auditor may have: 


(d 


—— 


all special warrants issued to authorize payments, stating the 
date of each special warrant, the amount authorized and the 
amount expended; 


— 


(e) all orders of the Management Board of Cabinet made to 
authorize paymerts in excess of appropriations, stating the 
date of each order, the amount authorized and the amount 


expended; 


(f) such matters as, in the opinion of the Auditor, should be 
brought to the attention of the Assembly including, without 
limiting the generality of the foregoing, any matters related to 
the audit of agencies of the Crown or Crown controlled 
corporations or any cases where the Auditor has observed that, 


(1) accounts were not properly kept or public money was not 
fully accounted for, 
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(ii) essential records were not maintained or the rules an 
procedures applied were not sufficient to safeguard an 

control public property or to effectively check th 

assessment, collection and proper allocation of revenue ¢ 

to ensure that expenditures were made only as authorizec 


(iii) money was expended other than for the purposes fc 
which it was appropriated, | 


(iv) money was expended without due regard to economy an, 
efficiency, or | 


(v) where procedures could be used to measure and report C 
the effectiveness of programs, the procedures were nv 
established or, in the opinion of the Auditor, tt 
established procedures were not satisfactory. | 


INSPECTION AUDITS 


13.(1) The Auditor may perform an inspection audit in respect of. 
payment in the form of a grant from the Consolidated Revent 
Fund or an agency of the Crown and may require a recipient ( 
such a payment to prepare and to submit to the Auditor a financi 
statement that sets out the details of the disposition of the payme 
by the recipient. 


ASSISTANCE TO STANDING PUBLIC ACCOUNTS COMMITTEE 


16. At the request of the Standing Public Accounts Committee of tl 
Assembly, the Auditor and any member of the Office of the Audit. 
designated by the Auditor shall attend at the meetings of t) 
committee in order, | 

(a) to assist the committee in planning the agenda for review re 
committee of the Public Accounts and the annual report of t 
Auditor; and 


(b) to assist the committee during its review of the Public Accou 
and the annual report of the Auditor, 


and the Auditor shall examine into and report on any matter referr 
to him in respect of the Public Accounts by a resolution of t 
committee. | 


SPECIAL ASSIGNMENTS | 


17. The Auditor shall perform such special assignments as may | 
required by the Assembly, the Standing Public Accounts Committ, 
of the Assembly, by resolution of the committee, or by a minister 
the Crown in right of Ontario but such special assignments shall 7 
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take precedence over the other duties of the Auditor under this Act 
and the Auditor may decline an assignment by a minister of the 


\ ; a, : : ‘ : 
_ Crown that, in the opinion of the Auditor, might conflict with the 
_ other duties of the Auditor. 
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EXHIBIT 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The Accounting Basis 


The financial statements, prepared using the concept of a Consolidated Revenue Fun 
have been designed primarily to provide an accounting of the financial resources appropriated by t 
Ontario Legislature. The policies and practices followed by the Province, under which the finane 
transactions of government ministries are recorded and displayed as Consolidated Revenue Fu 
cash inflows and outflows, best accommodates reporting to the Legislature. 


The cash basis of accounting used by the Province is modified to allow for an additior 
thirty days to pay for debts incurred during the fiscal year just ended. Cash inflows, on the oth 
hand, are closed at March 31 for cash received or in transit. With respect to provincial croy 
corporations, agencies, boards and commissions, the financial statements of the Consolidat 
Revenue Fund reflect only the extent to which their operations have been financed or ha 
contributed to the Fund for the year. 


The accounting of the Province’s transactions are recorded under three categori 
Budgetary transactions, Non-budgetary transactions and Financing transactions. 


Budgetary Transactions 


Budgetary Transactions are operational activities of the Government. 
Revenue 


Includes revenue raised through taxation, premiums, fees, licences and permi 
payments from the Federal Government under fiscal arrangements and shared-c« 
programs, and income from investments. | 


Expenditures 


Expenditures on government programs include payments for goods a 
services, interest on the public debt, salaries, transfer payments to individua 
municipalities and institutions, subsidies and grants, and the acquisition and creation 
fixed assets. 


Non-Budgetary Transactions 


Non-budgetary transactions are the lending, investment and trust administration activit 
of the Government, including loans, advances and investments, pension and relat 
adjustment funds and other trust and special purpose accounts. These transactions affi 
only asset and liability accounts. 


Loans, Advances and Investments 


| This category includes the government lending and investment activity 
varlous crown corporations, agencies and municipalities. All of these loans and advanc 
are repayable or represent equity holdings supported by the assets of the corporations. 


Pension and Related Adjustment Funds 


Pension and related adjustment funds consist of all employee and employ 
contributions and interest earnings of the Public Service Superannuation Fund, t 
Superannuation Adjustment Fund and the Legislative Assembly Retirement Allowanc 
Account and payments made from these funds. 


Trust and Special Purpose Accounts 


i Trust and special purpose accounts arise from the Province’s trl 
administration activity for both government ministries and the private sector. 
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‘inancing Transactions 


Financing transactions are the borrowing and repayment activities of the Government, and 
are of two types. 


Debt transactions 


Debt transactions are the borrowing and repayment transactions which include 
obligations issued for both non-public and public sources of funds. 


Ontario Hydro transactions 


Ontario Hydro transactions relate to amounts borrowed by the Province on 
behalf of Ontario Hydro. The Province issues securities, and advances the proceeds to 
Ontario Hydro in exchange for bonds with like terms and conditions. Since these 
transactions and the ensuing retirement and debt servicing costs, are the result of a 
financing alternative and are not a part of the Province’s own budget plan, they are 
classified separately. 


issets and Liabilities 


The assets and liabilities reported in the financial statements are financial claims which 
ave been created by cash transactions. The assets are claims by the Consolidated Revenue Fund on 
ther parties. As indicated in the Notes to the financial statements, under current government 
olicy, the funds required to repay some of the advances and loans included as assets are effectively 
rovided out of future provincial expenditure appropriations. The liabilities are claims by other 
arties on the Consolidated Revenue Fund. Since expenditures on fixed assets do not represent 
nancial claims on other parties and are not considered to differ from any other service to the public, 
ley are not reported as assets but are expensed as budgetary items in the year of acquisition. 


Debentures, notes and treasury bills are recorded as liabilities at the face value of the debt 
istrument. Discount, premium and commission expenses are treated as current year budgetary 
ansactions. The general resources of the Province are used for the continued orderly retirement of 
2bt and no sinking funds are maintained for this purpose. 


| The contingent liabilities of the Province consist of guarantees by the Treasurer of Ontario 
id material claims against the Crown. Other significant commitments and liabilities are disclosed 
| Notes to the financial statements. 


The net debt of the Province is the excess of liabilities over financial assets, representing 
€ accumulation of all budgetary deficits and surpluses since Confederation. The year-to-year 
lange in net debt is the amount by which budgetary revenues exceed or are less than budgetary 
‘penditures. 
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oe 
STATEMENT OF CONSOLIDATED REVENUE FUND TRANSACTIONS 
for the year ended March 31, 1984 


Budgetary Transactions 
Revenue 


Bxpenditure masriieeemee. amen ess 


Budgetary deficit 


Non-Budgetary Transactions (net) 


Loans, Advances and Investments . 


Pension and Related Adjustment 
Funds 
Trust and Special Purpose 
Accounts 


Non-budgetary surplus 
Net Cash Requirements 


Financing 
Debt Transactions 

Proceeds of loans net of 

retirements 


Ontario Hydro Transactions 
Proceeds of loans net of 
retirements 
Related advances, interest and 
recoveries 


(Increase) decrease in cash and 
temporary investments 


Total financing 


ee eee reer rece r ene 


OM Dey Oe CeO Lk Wei etc) Seon etal eater 


Ce cect tererrtitec) Om Btn 


ec 


Ole é ee). we! e6.e relate 


($ millions) 











Budget 
1984 
20,890 
24 288 
Spee 
95 
Jo 
Su 
703 
2509) 
2,012 
(118) 
23095 

















Actual 
1984 
2138 
24-5553 
3,240 
2S 
562 
116 
951 
2,289 
2,860 
172 
(172) 
(Sib) 
2,289 














Actual 
1983 

19,322 

22,509 | 

3,18 
160 
534 

15 | 

70 

2,47 

| 

| 

2,05 
380 

(380) } 

| 

= 

2,4 


See accompanying Summary of Significant Accounting Policies and Notes to the Financi 


Statements. 


EXHIBITS 185 
a 
STATEMENT OF BUDGETARY REVENUE 


For the year ended March 31, 1984 
($ millions) 


























Budget Actual Actual 
1984 1984 1983 
Taxation 
Remrweircad UNCOIME LAR, 600s Rr soe eee keeled vale esl 6,045 5,994 5,858 
COT yes Ny, Rada ch ee SU Oe rr 3,881 3,876 3,420 
SOC AUICIIS [anon crac, sent re ee U0 SERINE 1,658 1,583 1,361 
TR OUETITSS Be ag apd cia tae Bo ts i rr 880 932 848 
BEL Van ee sree ee ee AE Siete tora. 533 542 448 
See eee ae A SARUM By sess. 193 PN Gz 184 
ae cansrer Lax eee Aes, ome. 130 132 100 
Se AR ce 0 Us COL as Rea Le a 70 62 65 
ES VOUS, ee en a Sy) we 27 
Be HO OUEY he a Sch ee B iss sh Re 12 6 11 
Pe lines mCOMme’ Tax, AUTEN is hess (10) (13) (14) 
TEE GIR te See Re JAM tt |) en 5 4 4 
13,432 13,363 f2e512 
Other Revenue 
Premiums — Ontario Health Insurance Plan ............. 1,474 1,479 W365 
Profits from Crown Corporations and Boards 
fiquor Control Board of Ontario .............'s-..5... 550 520 Lie be 
Ontano,Lotiery Corporation .........002.0.+.csc0.-0.6 114 118 117 
Pemcle Tevistration fC€S .<-.-..---.0+¢5scc2ecb solv ce slecee. 270 287 280 
Liquor Licence Board of Ontario revenues ............... 230 236 210 
Me ees aint Ficences Mie... os, on oe 200 215 195 
PAE PEMAIICS 300 ty voy ece sakes vs ve dceceeuees. tie) 103 76 
ey civ ce Charees* Ac, ees isk he eink 70 97 84 
er ee ee 15 83 73 
Meme RENtals ee 65 56 62 
ee ee ee 112 14] bez 
a 35 3 356 J 417 
Government of Canada 
_ Established Programs Financing 
co Dv CCT LEC 1 RRNA alee ee ee 2,293 2,548 1,894 
Extended Health Care Services .......0.....2..0..00+-: 316 333 288 
Menera  Ssistance Plan yor 0 00 ce vod eweeee 795 862 774 
National Training Agreement ...................0.00.0eeeee- 166 157 152 
Ne So Re ert hae ache diiouea dod éusisue ovehes on 258 261 eee 
3,828 4,161 3344) 
Interest on Loans, Advances and Investments ............ © 395 ae. __ 348 


Total Budgetary Revenue .............000.....000ccccccceee eee. 20,890 21,313 19,322 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements. 
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STATEMENT OF BUDGETARY EXPENDITURE 
for the year ended March 31, 1984 


($ millions) 


Social Development Policy Field 


Heat iis raed aos bode 3 
PARCAWON. cheicdisssnaraceet 


ste 8 © 660.0 ©16 9/5 8) © elehere W804 61.6'.6.0.6 6 a\e 8) 68 


eee errr rere errs eee reer eeeeeeeesene 


Community and Social SegVvICES. j...s.00e07s a eevew eras 


Colleges and Universities . 
Citizenship and Culture .... 
Social Development Policy 


Se de 6 0006 616058016 pe Boe ww ee eters Ore 58) m6 ele 


CU SCACHCHO PON DONT IN WON we eCEC Ut Ei etc Mt te DC nt Cet ic eC 


Resources Development Policy Field 
Transportation anc: COMMUNICATIONS: 55 occ sauas evecennnes 
MUnICIpal traits and OUSINE: «.¢.05 1s. esacuanny nea ses 


Natural Resources ........... 
Agriculture and Food ....... 
EMVITOninent .+asceee. cen overt 


Eton yr erdc atten van susce eae 
Industry-andelrade. ch..itixe 
LADO Wly Aorta Seer one tak 


Justice Policy Field 
SolietomGenetal os.i0aecne 
Attomey General Acne 


General Government 


REVENUE waedcans nyse 
Treasury and Economics ... 


Government Services 


Public Debt — interest ....... 
Contingency Fund (Note 10) 
Constraints (Note 10) 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial 


Statements. 


PNOUUICIN ACIS fects a.ae 
Office of The Assembly .... 
Management Board of Cabinet 
Intergovernmental Affairs .. 
BOLI Giana soatem terrane oes ncoere 


WHGKe ew \e)0 8) 8: Dd & 86 ere rele (6 lw fe TWiel'e ® bi (eee 616 site's 


ed 


Correctional Services ....... 


Comm eee errr reese rere resreserevese 


CO ee rr er 


CNC 6 66 06 Oe Bee OS 68 u 4 ecw tp iepere pyere © inne 


Budget 


1984 


Jolz 
3,436 
Ze2Gl 
2,045 
194 
Wy 


15,460 





1,476 
1,062 
393 
265 
244 
tel 
98 

i bs 

wl 





fa edibe fs 




















Actual 
1984 


Looe 
3,434 
2,402 
2,035 
205 
13 


15,671 





1,541 
1,024 
408 
264 























24,553 








Actual | 
1983 
6.73 
3,161 
2,124 
1,884 

189 
q 
14,094. 





1,446 
1,025) 
374 | 
282 | 
267 | 
1 | 
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OF 
STATEMENT OF NON-BUDGETARY TRANSACTIONS 
for the year ended March 31, 1984 


($ millions) 


_ Loans, Advances and Investments 
Repayments by: 

| Corporations, boards and commissions 

Crop Insurance Commission of Ontario ......... 
Development Corporations ......................... 
Ontario Education Capital Aid Corporation ..... 
Ontane Land Cogporation suse... fecseececeeac. 

} Ontario Northland Transportation Commission 
Ontario Universities Capital Aid Corporation ... 
US Dat SaaS tele 1 A 

DAUM PANES 00 MM a coas crnseedene toys. UY 

Water treatment and waste control facilities ......... 

| Other loans and investments ..................00.00.0.. 


Payments to: 

Corporations, boards and commissions 

Board of Industrial Leadership and 
Devolopment (BIND) Ale. Shonen, Ie: 
Crop Insurance Commission of Ontario ......... 
evelopment Corporations .. 28 .canlieis....... 
Ontario Energy Corporation ................0...... 
Ontario Housing Corporation ...................... 
Ontano Land Corporation)... oii veiisdssesscncees 
Ontario Municipal Improvement Corporation ... 
Ts oe en Dee eee as ee Py nc ood in ae « 
TUT CTT 8 ln 
Water treatment and waste control facilities ......... 
Other loans and investments .............0...0cc000000. 


Net Decrease in Loans, Advances and Investments ....... 


Pension and Related Adjustment Funds 
Deposits to: 
Public Service Superannuation Fund .................. 
Superannuation Adjustment Fund ..................... 
Legislative Assembly Retirement Allowances 
et ey Oe ie ae, eee, oe 3: 


} 


Payments from: 
Public Service Superannuation Fund .................. 
Superannuation Adjustment Fund .................... 
Legislative Assembly Retirement Allowances 
See cad cl achcsa’ 


Net Increase in Pension and Related Adjustment Funds 


Budget 
1984 


Actual 
1984 


Actual 
1983 
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STATEMENT OF NON-BUDGETARY TRANSACTIONS (cont’d) 


for the year ended March 31, 1984 
($ millions) 


Budget Actual Actual 
1984 1984 1983 


Trust and Special Purpose Accounts 
Deposits to: 


Province of Ontario Savings Office — net increase pie) 13 20 
Interprovincial Lotteries Trust Fund ............-.+.+- 42 99 45 
Motor Vehicle Accident Claims Fund ................ 10 a 
UNE (eee oats saute cata te ee cere re mace 21 Pa) 17 

88 149 91 


Payments from: 


Interprovincial Lotteries Trust Fund ................+. 17 2 47 
Motor Vehicle Accident Claims Fund ...........+.+.. LT 14 17 
eT RR heer Gane ls aia ieoaa ner ancoomaenne 3 i 12 
a7 33 76 
Net Increase in Trust and Special Purpose Accounts .... ml 116 15 | 


Total Non-Budgetary Transactions ......................0665 703 951 709 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements. 


| EXHIBITS 189 
ee ee ee ii‘ 
STATEMENT OF DEBT TRANSACTIONS 


for the year ended March 31, 1984 
($ millions) 





























Budget Actual Actual 
1984 1984 1983 
Proceeds of Loans 
Non-public 
Canada Pension Plan Investment Fund ............... 1,240 1,201 1 236 
PeAcCNers  DUperannuAnOn LUNG «7.7. .0-.- fee 850 786 945 
Public 
PS VENMIGES ANG NOLES 64 Jerks er ee ee ee 500 500 
BC asUry-Diulls-( ety eie Lee eee ee ete: 500 650 bern’ 
Meme TOCCEOS Of LOANS ......,.05. 6c. eee c cee eee. 3,090 Cee) 2,181 
Retirements of Loans 
ELLEN ET AE oa SaaS ert en eer 10 10 84 
Public 
Pe meniiiees atid NOLES sa, ek os ck Solves nk occ 267 267 46 
Cotal Retirements of Loans ..................00000cceeeeeeeees 22g AG | 130 
SPARSACTIONS (TET) 0 oo ay oS orcsles oi cas ohwoknsen valde 2,813 2,860 2,051 





j 


STATEMENT OF ONTARIO HYDRO TRANSACTIONS 


for the year ended March 31, 1984 
($ millions) 


1984 1983 

PE On ORNS (PUDMC seat. Ge: Be ead GC iulertes dac i Be eee ee. 300 600 

ME AL 1OQNS (DUDTIC) ornare oe ers ree tee Meet lente (128) (220) 

let increase in loans for Ontario Hydro purposes ..............06.0000e0008 172 380 
elated advances, interest and recoveries 

BVaNces CO Ontario. Hy dt. sjoseccks-cersnmnd:hcrareninarmnt dete, anvamenens 300 600 

ea eS i. seeks ia od Reinaiaians 672 617 

| Recovery of interest and loan retirements ...............c.ceececseeeeeees (800) (837) 

€lated advances, interest and recoveries (net) ............sceceeeeeeeeeeeess 172 380 


) 


ee accompanying Summary of Significant Accounting Policies and Notes to the Financial 
tatements. 
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STATEMENT OF FINANCIAL POSITION 


as at March 31, 1984 
($ millions) 


Assets 


Cash-and temporary investments GNOte 1) a2. ies neater eee een 
Advances to Ontario Hydro, secured by bonds (Note 2) .................. 


Advances and investments — other corporations, boards and 


COMMISSIONS (INOETS) Aos...08 ON, to ee cibe Ds needa et oe tee 


Investments in water treatment and waste control facilities (at cost 


lessvecoveries), (Note: 4) mumesc inca daedaneroseannn eet ae ee eee 
ISG 20S" CO ANUNICTP ANNES. a: ccddie cy er cnet bx alent Sees cee ee ie eine ee reece ee 
Oiherioans and-investments CNoteiS)) ....c0ntas- soe ee ee 


LOCAL TiN anela assets: 2.250 iy order cee edoe eiena te ee ee 
Net: debt Sees t era aceon Oar ee eee 


Liabilities 


Deposits with the Province of Ontario Savings Office ...................5 
Pension and related adjustment funds (Note 6) ................c0cceseeeeeees 
Trust and ‘special purpose accounts cose ea ean ep ee 


Treasury bills 
Debentures and notes (Note 7) 


Contingent liabilities (Note 8) 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial 


Statements. 


Approved on behalf of the Ministry of Treasury and Economics: 


© [s.(e'(e, A! (ei i6i 6.6) .6 16 0) (0) 6) 6 (6/06 10) Sire oleie (al eels eieiel6, se ee) ea eee o.6) 800/010) 6.616 @ 16 a6 616 6 ee els aa 4s) /8) @ 


Some meee eee meee reer errr ere reser eeeeresseessseseoeee 


29160 le 00h e 6/6) #88 8 a) (6 .¢).01.016 16:16:10) © sie (@!¢)\0)\e, 6118)\6; 6) @) sie sie -6l¢ e's sie) 9 


1984 

















T. CAMPBELL, Deputy Treasurer of Ontario and Deputy Minister of Economics 


D.S. McCOLL, Assistant Deputy Minister, Office of the Treasury 














} 





EXHIBITS 19] 


NOTES TO THE FINANCIAL STATEMENTS 


(all figures in millions of dollars) 


. Cash and Temporary Investments 


Temporary investments consist mainly of short-term securities issued or guaranteed by 
Canadian chartered banks and are recorded at cost. Also included are $36 million (1983 $55 
million) of debentures and bonds issued or guaranteed by the Province, which at March 31, 
1984 had a market value of $28 million (1983 $50 million). 


. Advances to Ontario Hydro 


The Province has advanced funds to Ontario Hydro, secured by bonds with like terms and 
conditions to the securities issued by the Province on behalf of Ontario Hydro. The bonds 
consist of $5,082 million (1983 $4,910 million) in U.S. dollars, recorded at par, and $1,000 
million (1983 $1,000 million) in Canadian dollars with respect to Canada Pension Plan funds. 
At March 31, 1984, the Canadian dollar equivalent of the U.S. dollar bonds was $6,487 
million (1983 $6,058 million). 


. Advances and Investments — Other Corporations, Boards and Commissions 





1984 1983 

Ontario Universities Capital Aid Corporation ...................0e00000. $1,048 $1,082 
Brat es Loan COompomation Nyse. ce oe I 943 ROI2 
Ontario Education Capital Aid Corporation .............0.0c.0c0eccee ee. 934 1,026 
Pepeieenery ya@orporationiie 05. 2 Oe Re els iid ede 379 Bol 
IRC TIEN OF DOC ON gck  cs  Kswreeie cine onde sine 263 274 
Brett HOMSINS COmPOLAatON ic te essepst cps acWan «side de vncideaaceanscaecees 19] L92 
i ii cee a) ci vad 234 266 
p33902 $4,203 

















The Ontario Universities Capital Aid Corporation received advances from the Province until 
March 31, 1978 to purchase bonds or debentures issued by provincial universities, colleges, 
the Art Gallery of Ontario, the Royal Ontario Museum and municipalities on behalf of public 
libraries for approved capital construction projects. The securities held by the Corporation are 
the obligations of the issuing institutions. Effective April 1, 1978 the loan program was 
replaced by grants from the Province to the institutions. During the fiscal year ending March 
31, 1984, $111 million (1983 $111 million) was included in these grants from the Province to 
cover the amounts of principal and interest due to the Corporation from institutions other than 
municipalities. The Corporation has continued to administer the repayment of outstanding 
loans. 


The Ontario Land Corporation has received advances from the Province for the acquisition 
and development of land and for the financing of mortgages and loans. Of the total advances 
outstanding, $398 million (1983 $398 million) is non-interest bearing and has been used to 
finance land holdings. 


The Ontario Education Capital Aid Corporation received advances from the Province until 
March 31, 1980 to purchase bonds or debentures issued by school boards for capital 
expansion programs. The securities held by the Corporation are the obligations of the 
individual school boards. Effective April 1, 1980 the loan program was replaced by direct 
grants from the Province to the school boards. Under the support arrangements for the 
repayment of these advances, the Province has given grants, currently averaging 75% of the 
approved debt charges, to local school boards. The Corporation has continued to administer 
the repayments of outstanding loans. 


The Ontario Energy Corporation was established to invest and participate in energy related 
projects. The Province has made loans to and investments in the Corporation, including a 


_ $325 million non-interest bearing demand loan advanced in 1981 to finance one-half of the 


192 AUDITOR’S REPORT FOR 1984 | 
{ 

purchase price for 25% of the common shares of Suncor Inc. by Ontario Energy Resources 
Limited, a wholly owned subsidiary of the Ontario Energy Corporation. | 


The Ontario Development Corporation and the associated Eastern Ontario Development: 
Corporation and Northern Ontario Development Corporation provide loans and arrange for 
provincial guarantees of bank loans to qualified enterprises. The Province has an equity 
investment of $7 million in the corporations and has advanced all funding for their lending 
programs. Through its budgetary expenditures, the Province also transfers to the Corporations 
an amount to defray the costs of: all administrative expenses, loans made at low interest rates, 
certain loan forgiveness, honouring guarantees, and loan and loss write-offs. In 1984 these 
transfers amounted to $27 million (1983 $31 million). | 


The Ontario Housing Corporation plans, constructs and manages residential housing projects. 
Financing is provided by the Province and the Canada Mortgage and Housing Corporation. 


4. Investments in Water Treatment and Waste Control Facilities 


The Ministry of the Environment lets extensive contracts for the building of water and sewage 
systems to serve municipalities. These investments are being recovered over the life of the 
agreements with the municipalities. Agreements covering $1,004 million of the investment 
are for provincially-owned projects which are subject to service rate billings. The proceeds 
from billings are used to amortize the investment over periods of up to forty years, to pay for 
operating costs and to provide a return on the investment. Certain other agreements provide 
for the accumulation of the principal portion of annual amortization payments in a sinking 
fund. The accumulated balance in these funds, which are included in trust and special purpose 
accounts was $53 million at March 31, 1984 (1983 $52 million). Since 1978-79, the Province: 
has changed its policy and is phasing out investments in favour of assisting municipalities by 
direct grants. | 
| 





5. Other Loans and Investments 


Included in other loans and investments are Ministry of Health capital construction loans tc 
public hospitals amounting to $148 million (1983 $164 million). During the current fisca. 
year, the Province made grants of $11 million (1983 $14 million) to assist public hospitals ir 
meeting principal and interest payments. No new loans have been made since 1978 when the 
Ministry changed its public hospitals capital financial support program from loans to grants. 


6. Pension and Related Adjustment Funds | 


The Province maintains accounts within the Consolidated Revenue Fund for all contribution: 
and interest earnings less payments for the Public Service Superannuation Fund, the 
Superannuation Adjustment Fund and the Legislative Assembly Retirement Allowance: 
Account. The amounts recorded by the Province are essentially the sole assets of these plans. | 


Based on the latest actuarial report as at December 31, 1982, the Public Servict’ 
Superannuation Fund had unfunded liabilities as follows: | 


1. An initial unfunded liability of $83 million, upon which an interest contribution of $. 
million is required to be credited annually in accordance with the Pension Benefits Act. 


2. Residual unfunded liabilities of $38 million which are required to be amortized b! 
annual payments of $7 million until January 1, 1992. | 


As at March 31, 1984, the Province had made all scheduled payments. 


An actuarial review of the Legislative Assembly Retirement Allowances Account as at Marcel 
31, 1984 revealed a surplus of $777 thousand. | 


1984 1983 | 





Publicsservice-superannuation Fund .2;--.4-) oe eee $33152 $2,764, 
Superannuation Adjustment Fund... 20892. eee 915 TAL 
Legislative Assembly Retirement Allowances Account ..............- 26 2: 








——— = 
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7. Debentures and Notes 








1984 
Payable in 1983 
eee 
Years of United 
Maturity Canadian States Deutsche 
March 31 Dollars Dollars Marks Total Total 
1984 $ $ $ $ $ 194 
1985 103 3 106 106 
1986 ale 100 3 315 S15 
1987 343 3 346 346 
1988 TH 200 3 976 976 
1989 919 919 

1-5 years 2,350 300 12 2,662 1,937 
6-10 years 32382 835 4 21g. 3,499 
11-15 years 5,780 260 6,040 5,417 
16-20 years ea ied S97. 10,109 9,348 
21-25 years 1,670 1,996 3,666 3,495 
26-30 years 66 1,094 1,160 1,761 
31-35 years 7p ‘i 74 
36-40 years 10 10 22 
$22,841 $5,082 $12 $29,990 929,052 














The U.S. dollar debenture liability of $5,082 million (1983 $4,927 million) is recorded at par 
with the Canadian dollar and has been incurred on behalf of Ontario Hydro. At March 31, 
1984 the Canadian dollar equivalent was $6,487 million (1983 $6,080 million). As explained 
in note 2, the Province holds an offsetting asset of Ontario Hydro bonds with like terms and 
conditions to the securities issued by the Province. 


The Province has borrowings of 40 million (1983 65 million) Deutsche Marks recorded at $12 
million (1983 $19 million), the Canadian dollar equivalent at the time of issue. At March 31, 
1984 the Canadian dollar equivalent was $20 million (1983 $33 million). 


. Contingent Liabilities 


Obligations guaranteed by the Province: 





1984 1983 
Debentures, bonds and notes 
ote Hydro Mrs ee) on at Gat, ) fel ele, 2 $11,692 $10,238 
wiher Tiovaicmlctown agencies A RU. 5 Cae. 
11,697 10,243 
Bank loans guaranteed 
Corporations and individuals through various government 
PE ORTADIS Ip ee eS A cats see ves Kua ae Ks 2g os 209 220 
Other guarantees 
orpotalionomemar pure oir 2 Tee 220) ek ca vee ee nvnne 452 360 
$12,358 $10,823 


Claims against the Crown: 
Claims over $50 million arising from legal action either in progress or threatened against the 
Crown in respect of breach of contract, damages to persons and property and like items 
totalled $285 million. The amounts have been estimated and because the outcome of these 
actions is uncertain, the likely cost to the Province, if any, cannot be determined. 
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9. Teachers’ Superannuation Fund 


Through budgetary expenditures, the Province makes annual payments matching teachers’ 
contributions to the Teachers’ Superannuation Fund. Further, the Province is committed to 
paying any deficiency in the Fund. The Fund is administered by the Teachers’ 
Superannuation Commission. Based on the latest actuarial report as at December 31, 1981, 
the Teachers’ Superannuation Fund had unfunded liabilities as follows: 


1. An initial unfunded liability of $328 million upon which an interest contribution of 
$23 million is required to be credited annually in accordance with the Pension 
Benefits Act. 


2. Residual unfunded liabilities of $105 million which are required to be amortized by 
annual payments of $16 million until December 31, 1990. 


As at March 31, 1984 the Province had made all scheduled payments. 


10. Budget Figures 


The comparative budget figures in the financial statements are from the 1983 Ontario Budget 
which was presented by the Treasurer of Ontario to the Legislative Assembly on May 10, 
L983: 


The Contingency Fund budget figure in the Statement of Budgetary Expenditure represents a 
provision for the cost of salary and employee benefit revisions likely to be approved in the 
fiscal year. These revisions when paid, however, are charged to each ministry's — 
appropriations. 


The Constraint budget figure in the Statement of Budgetary Expenditure represents in-year 
expenditure savings which were specifically identified and allocated to individual ministries 
during the year. 


11. Comparative Figures 


The 1983 comparative figures have been reclassified where necessary to conform with the 
1984 financial statement presentation. 


Comparative figures have not been reported for Contingent Liabilities — Claims against the 
Crown, since the information is not available in this first year of reporting such items. 


PROVINCIAL AUDITOR’S OPINION 


I have examined the statement of financial position of the Province of Ontario as at 
March 31, 1984 and the statements of consolidated revenue fund transactions, budgetary revenue, 
budgetary expenditure, non-budgetary transactions, debt transactions and Ontario Hydro 
transactions for the year then ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and other procedures as I 
considered necessary in the circumstances. 


| In my opinion, these financial statements present fairly the financial position of the 
Province as at March 31, 1984 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with the stated accounting policies set out in the 
Summary of Significant Accounting Policies on page 1-2 of Volume | of the Public Accounts, 
which have been applied on a basis consistent with that of the preceding year. 


In accordance with section 12 of the Audit Act, a report will be made to the Speaker of 


the Legislative Assembly. 


D.F. Archer, F.C.A., 
Toronto, August 31, 1984 Provincial Auditor. 
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EXHIBIT 3 

MANAGEMENT BOARD ORDERS 


Amounts Authorized and Expended Thereunder 
Year Ended March 31, 1984 


Date of Ministry 


Order Program and Activity Authorized Expended 
ae 
$ $ 


Ministry of Agriculture and Food 


Ministry Administration Program 


mummers 1984 ee Main OffiCe co eos codons ccvcbobbeueccece. 114,600 114,600 
me? 14,1984 Main Office 2.0.0... 6.ccccecceceeceececceccoececc. cn, 100,000 100,000 
Mim 1984) Main Office oo 6eeceeeseeveeeconseceee cece secs... 137,000 134,326 
_ Jan. 31, 1984 Financial and Office Services .................... 142,600 142,600 
| Feb. 14, 1984 Financial and Office Services .................... 420,000 420,000 
| Mar. 20,1984 Financial and Office Services ................... 251,000 150,492 
‘ Jan. 31, 1984 PETROL SCLVICOS ieee iss cs seen es 19,900 19,900 
Mar. 20, 1984 Res SOMNC OME VICES 77 1. e TOT ee. LL) a 72,000 67,807 
Jan. 31, 1984 MMASOLTEIALION. SEIMICES © an ucce checks cs cccccccce ee 75,100 75,100 
fueeD- 14,1984 Information Services ............0..060--00000..... 125,000 125,000 
Mar. 20, 1984 — Information Services .........0.00ccccccccceccccn. 121,000 121,000 
lmepr. 10,1984 Information Services .........0..00..0..000..6...5. 100,000 99,667 
Jan. 31, 1984 HAI Sis AME ANNON Sn 6 nc, 24, vais, eS 103,200 103,200 
Feb. 14,1984 — Analysis and PIB ONMOaernat as veto. th ies ee 600,000 600,000 
Mar. 20,1984 = Analysis and Planning .............000....cc.00008. 315,500 288,824 
Jan. 31, 1984 VEGA Services 7... SRR Re Ne, etary 19,600 6,991 
Mmeed, 1984 (PRA Services .....0.....0.0csccccc. cece, oes. be. 5,800 40 
fe 2D, 1984 WE Xperience °83. ....-.....c0sscscssscceesecencccccee. 309,700 296,495 
Agricultural Marketing and Development 
Program 
Dec. 20, 1983 — Marketing and Sector Support Payments ....... 365,000 365,000 
Jan. 10,1984 Marketing and Sector Support Payments ....... 1,635,000 1,635,000 
Jan. 31,1984 = Marketing and Sector Support Payments ....... 122,700 122,700 
Feb. 14,1984 — Marketing and Sector Support Payments ....... 644 ,000 413,763 
Mar. 20, 1984 — Marketing and Sector Support Payments ....... 163,300 — 
ee 21, 1984 Quality Standards ..................,...0.00s0sesee. 590,500 409,850 
‘Jan. 31, 1984 Land Preservation and Improvement ............ 118,800 — 
Agricultural Technology and Field Services 
| Program 
Jan. 31,1984 Colleges of Agricultural Technology — 
Education and Research’... ceed. 575,200 399,164 
Mar. 20, 1984 Colleges of Agricultural Technology — 
Hauication and Research oi cis. secciedeesesssenee 61,000 — 
Jan. 31,1984 — Ontario Agricultural Museum and Other 
TN MN tt oO 2s yh sik vein yn gana vs 225,600 225,600 
Mar. 20,1984 — Ontario Agricultural Museum and Other 
eT i ae Oe ae ae ae 66,000 53,333 
Jan. 31,1984 — Horticultural Research Institute of Ontario, 
Other Research and Energy Programs ....... 216,900 < 


Feb. 14, 1984 Horticultural Research Institute of Ontario, 
Other Research and Energy Programs ....... 150,000 


Jan. 
Feb. 


Mar. 
Apr. 
Feb. 


Jan. 


Feb. 
Mar. 


Mar. 
Mar. 
Aug. 


Mar. 
Mar. 
Mar. 





Mar. 
Mar. 
Mar. 
Apr. 
Mar. 
Apr. 


Mar. 


Mar. 
Apr. 


Dec. 


Feb. 
Feb. 


Mar. 
Mar. 


Mar. 
Mar. 
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oie 
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1984 
1984 
1984 
1984 


1984 
1984 
1984 


1984 
1984 


, 1984 


1984 


, 1984 


1984 


1984 
1984 


, 1984 


1984 


1984 


, 1984 


1984 
1984 


, 1984 


1984 


, 1984 
, 1984 
, 1984 


1983 
1984 
1984 


AUDITOR’S REPORT FOR 1984 


Ministry 
Program and Activity 


Ministry of Agriculture and Food (cont’d) 


AGVISOLY SELVICES ©. « s00cses + crime reer meee onere aeriee 
NAVISOLY SEEVICES cusgssncvstere eee eee 
AUVISOTY S€LVICES cion atc cacse tee get tee 
Advisory, Services 2. ese eet 
Support to Rural and Farm Organizations ...... 
Financial Assistance to Agriculture Program 
Financial Assistance Policy 
Financial Assistance Policy 
Financial Assistance Policy 


Paar as at ee at i ok SC 
s 8 Be elem ee ere ee 00 66 616.0) m6 


2 p60 0.60) se 0) 06) 016) 6.6016 1.0 01 @ 


Ministry of the Attorney General 


Law Officer of the Crown Program 
Attomey General mia... ty yisac cu sinanae eee ee 
Deputy Attorney General 
Royal Commissions 2... trcce s.r) anos eee 

Administrative Services Program 
Information Services acxqs.s.c04 anes eee 
Analysis and Plannin? 5.3). 062s... ese 
Experience 83) j.2on:. ok) ate ee ee 

Guardian and Trustee Services Program 
Official Guardian 
Pilblic” PRUStee satan nee ae eee 

Crown Legal Services Program 
Criminal Law Division 
Cimil Caw DIVision 2eegiey2. cera wes 

Courts Administration Program 
Supreme Court of Ontario 
County and District Courts 
Small Claims Courts 
Small Claims Courts 
Provincial Courts 
Provincial Courts”. 23: uence fees ease wee 

Administrative Tribunals Program 
Assessment: Review, Courts 5 eae, sachin ener 
Criminal Injuries Compensation Board 
Criminal Injuries Compensation Board 


410 0 0, 06 6:6 0.0 6 0 © vs eee 4 6 eee e. 2 


ee 


o) esie':61,0 Lb (aie, 6, @:6) 014 (6)|8 6 [Wo nhele ele) she leJene 


ee 

ee 
ee 
CC 


ec 


eee eww wne 


seen eee 


Ministry of Citizenship and Culture 


Ministry Administration Program 
Regal SerVices ~~... steer seremee deuce tae ae 
Regional Services 
Experience °83 


Ce 


© C60 6 0 0 0) 0 0 0. 6 00 00 wiele 0 © 0 6 06:6 sn 68 6 0 00 618) 


Authorized 


Expended 




















$ $ 
1,017,400 1,017,400 
1,425,000 1,425,000m 
421,800 42.1, 800m 
195,000 187,129m 
225,000 
100,700 100,700 
471,000 471,000 
145,300 144,254 
11,967,200 10,257,738 
95,000 94,962 
64,000 56,611 
1,857,000 832,132 
175,000 170,463 
94,000 82,220 
29,000 28,869 
200,000 138,590 
180,000 179,917 
570,000 569,209 
185,000 145,150 
642,000 585,314 
350,000 251,854 
507,000 507,000 
100,000 91,162 
2,950,000 2,793,160 
233,000 = 
55,000 ae 
210,000 210,000 
100,000 36,363 
8,596,000 6,772,983 
79,700 75,947 
525,700 509,883 
272,900 188,416 


EXHIBITS 197 


Ministry 
Program and Activity Authorized Expended 


a 





$ $ 
Ministry of Citizenship and Culture (cont’d) 
Heritage Conservation Program 
Mar. 5, 1984 PATE DIVES es yh Pree eck os 4 ce 168,900 168,900 
Apr. 10, 1984 PCO Views Perera tsk eset 9,000 7.075 
mpr. 10,1984 Heritage Administration ................/......... 168,700 129,919 
Arts Support Program 
Mar. 27, 1984 Cultural Development and Institutions ......... 3,469,800 3,455,841 
Mar. 27, 1984 Ontario Science Centre ...........66ecc006c0eceen. 548,400 515,428 
Ministry Capital Support Program 
eet), 1984 “Capitak Support <ssss.sens vevnevyens vewsvnes telly: 6,087,500 6,006,525 
11,330,600 11,057,934 


Ministry of Community and Social Services 


Ministry Administration Program 





21,193,500 


| Mar. 20, 1984 — Financial Services .........0.-scccccecceceeeeeceee.. 8,700 ee 
| Mar. 5, 1984 Supply and Office Services ...c..... eneuecmen 289,600 289,600 
| Mar. 20, 1984 — Supply and Office Services ..............000-02.5. 96,900 JIBS 
_ Mar. 20, 1984 — Information Services ..........eeeecccc0cc-00000. 53,100 21,651 
Apr. 10, 1984 PANOID SET VIOOS: FE ae veresh Eh os a 8,000 —- 
| Feb. 28, 1984 Social Assistance Review Board ................ 172,000 172,000 
Mar. 20, 1984 Social Assistance Review Board ................ 36,900 36,900 
Apr. 10, 1984 Social Assistance Review Board ................ 10,000 9,985 
| Adults’ and Children’s Services Program 
| Mar. 20, 1984 Program Administration .......................... 445,500 313,014 
Mar. 20, 1984 Rieid AGiiinist ation 225 os. hoes cadeons.dew: 124,700 124,700 
, Mar. 27, 1984 RNG LA ACMISEPALION too om sees So deo REL. 43,700 16,489 
Mar. 20, 1984 IDEM Main en ANC Cyt.) aco: .  aeiee een tat 163295500 1,327,500 
Mar. 27, 1984 Ineome Maintenances 02. &. tacks. Meteaee ell. 5,693,400 5,334,673 
Mar. 20, 1984 — Adults’ Social Services .......0..-.cccccceeeceeee. 521,600 521,600 
, Mar. 27, 1984 PUMItS’ SOCial Services: cscs) aelldieeenccn kl chads 8,250,900 6,728,590 
| Apr. 10, 1984 ACUUS SOCIAL SCLVICOS scien dia cs css epee 30,000 — 
Apr. 17, 1984 Chikitens Social Services shades) io daicdl 1,415,000 —- 
, Mar. 20, 1984 — Developmental Services — Adults and 
Runa NNR 65 vr acesets ss cesssnesee 3,805,100 3,805,100 
Mar. 27, 1984 — Developmental Services — Adults and 
| Se 3,960,700 3,414,950 
Apr. 10, 1984 Developmental Services — Adults and 
| FELEEET FPO RR LA ae ee ae RR ae On ee 900,000 _- 


22,191,890 


Ministry of Consumer and Commercial 


Relations 
) Ministry Administration Program = 
Wear. 20,1984 — Financial Services ..............cecsccesescseceeees 170,200 61, 7s 
, 95,900 52,008 


} Mar. 20, 1984 — Supplies and Office Services ..........00000.000 6 


| 





AUDITOR’S REPORT FOR 1984 








Date of Ministry 
Order Program and Activity Authorized Expended 
a a a 
$ $ 
Ministry of Consumer and Commercial 
Relations (cont’d) 
Mar. 20, 1984 Personriel S€rviCGS o ..c0i+-ceoeaeeaeeeee rears 165,300 154.994 
Mar. 20, 1984 Intonation SeLVICeS. «25.4 ra eee ce ese eee 40,800 38,045 
Mar. 20, 1984 Analysis and Planning 002: 2.20a0c.meswossere oops 130,100 127,124 
Commercial Standards Program | 
Jan. 17, 1984 SECUTITIOS: as acces. isettee cee at eee 1,150,000 804,859 
Mar. 5, 1984 SECUTITIES scccce.d.cuiwesin pte eeriasis tere. nee ere 963,000 963,000 © 
Mar. 20, 1984 GECUTILICS.. bane ctnapis coins cos cousenentiten oe tee eee 200,100 41,821 
June 28, 1983 Financial Institutions. .vo..sc.deeeaeae nee 6,190,500 6,190,500 | 
Jan. 17, 1984 Pinanctal INsStituuons: ccs... cee eee eee 2,500,000 2,500,000 
Feb. 14, 1984 Pinancial Institutions. 2222-4601. ee eee eee ee 4,860,000 4,860,000 
Feb. 28, 1984 Pinanctal Institutions 2.5 cdenss dee eee 1,400,000 1,400,000 
Mar. 20, 1984 Pinsnctal Institutions <,..secene cee eee 173,000 173,000 
Apr. 17, 1984 Finance tal Institutions)..cx. case. eee eee 3,841,000 1,413,453 
Mar. 20, 1984 COMP ANIC ter h tana aaa cca ae tokens 88,500 88,427 
Mar. 5, 1984 Business Practices ae terme eae aan 490,000 490,000 
Mar. 20, 1984 Business: PEACHCES «.ceseia ees ee ee 242,000 223,91 
Technical Standards Program 
Mar. 20, 1984 Program. Administration: ..s.ia0s/ teers anes ene 100,200 96,600 
Mar: 20, 1984: Pressure Vessels Safety acs ds eee were mee 205,600 201,086 
Mar, 2021984 Selevatine: Devices 2c atimudsaennnieectnccte eee 184,600 183,938 | 
Mar. 20, 1984 Bulels Safety wiscactearnccotonsteersukir teste detee ee 336,400 306,23am 
Mar. 20, 1984 Upholstered and Stuffed Articles= 4. = 7,800 6,785 
Public Entertainment Standards Program | 
Feb: 14, 1984 ~ Réeulation of Horse Racing Seiau 0 een 231,000 214,366 
Mar. 20, 1984 Regulation. of Horse Racing? .2.0.1 Gaya tes 9,900 — 
Mar. 20, 1984 Theatres, Lotteries and Athletics | 
COMMUSSIONE Dirac ix Hoieo se 41,400 33,686 
Property Rights Program | 
Mar. 20, 1984 Program Administration ................0000eeeee 76,000 75,947 
Mar 20. 1984”) "RealiProperty Registration mca sacaen.c ee 1,362,000 1,351,139 
Mars20, 1984“ SLesal and. Survey standards, ..0.;e2q..0meen toe 32,100 32,042 
Mar. 2071984 “f sPersonal Property Reeistration”...a-5..400-2 1 417,000 362,602 
Liquor Licence Program 
Mare 35,1984 )* "Liquor Licence Board of Ontario 295 ieee 1,045,500 1,045,500 
Mar. 20, 1984 — Liquor Licence Board of Ontario ................ 192-500 82,290 | 
26,942,400 23,674,95ms 
Ministry of Correctional Services 
Ministry Administration Program 
Mineo esces.  Mipancial Services: ct... on eee ee eee 87,900 57,104 
Mar, 35,1984 Supply and Office Services: -....0. o.s.cs eee 156,500 123,503 
Mapa a PORA«* “Personnel Services..eusu, 2, ee eee 47,300 24,717 
Feb. 14, 1984" solnformation Sérvices’ 2.0.ncee ee ee 71,200 58,316 
Mares (1984 capa ndit(Services. inna eens seen sae a ene 14,500 13,423 
Institutional Program 
Mar) 5,-1984 "Care, Treatment:and Training-_/-1....0... eee 7,239,500 7,215,678 


EXHIBITS 199 


Date of Ministry 
Order Program and Activity Authorized Expended 
a 
$ $ 
Ministry of Correctional Services (cont’d) 
Mar. 5, 1984 Institutional Program Support Services ......... 35,100 32,194 
Mar. 5, 1984 Institutional Staff eC oe, ae 76,100 26,070 
Community Program 
Mar. 5, 1984 Program Administration .......................... 20,500 15,621 
Mar. 5, 1984 Ontario Board of Parole Services ................ 295,300 254,497 
Mar. 5, 1984 Community Resource Centre Services .......... 75,300 73,776 





8,079,200 7,894,899 


Ministry of Education 


Ministry Administration Program 


Memes..1984 | Main Office:...../............ 238,900 87,570 


\"Feb. 21, 1984 ERLE TR TOT? Vol PONG) <1 ta ois Sa ar coh 702,800 702,800 
Apr. 10, 1984 Poe OUnelScrvyires i)... 250,000 243,099 
Apr. 3, 1984 Analysis and LEAT T VICIEs. cn 2a roe a 33,300 32,039 
Meme 1954 Legal Services «os... ccceseescccecsesceeecoucccesce. 6,600 6,587 
Education Program 
' Mar. 20, 1984 Schools for the Blind and Deaf .................. 1,170,800 1,170,638 
Feb. 21,1984 — Schools for the Learning Disabled” ....2../....:. 74,000 73,291 
fee 2151984" Regional OFFICES 20. soo rsevvccedecocesseccs. 601,400 415,784 
Feb. 21,1984 — Senior and Continuing Education ............... 508,700 508,665 
fme>- 21,1984 Special Education ............¢00..cc0scccccecenesee 52,600 — 





3,639,100 3,240,473 


Ministry of Energy 


Ministry Administration Program 


Me 1984... Main Office... ee 19,500 19,207 


Mar. 5, 1984 — Administrative Services ..........000.c0ccccccc00-. 359,000 309,857 

Mm2)1983 Experience °83. ....6.c; -cccecsesessecesceeeeccsscee. 60,000 40,583 

Conventional Energy Program 

Mar. 20,1984 Program Development ..............c000000c0000. 58,500 52,673 

Regulatory Affairs Program 

Mar. 5, 1984 Natural Gas Regulation ...........cccccccccccsee. 123,000 72,511 
620,000 494,831 


Ministry of the Environment 
Ministry Administration Program 


Feb. 28, 1984 ea gtr err oa hs ee 166,500 148,909 
Apr. 3, 1984 — Financial Services ........6.0.c0.ccccccceeceveseves. 5,000 3,983 
Apr. 3, 1984 Supply and Office Services .....................+- 163,400 mpd 
Apr. 3, 1984 PNPOTOIALION SEEVICES SW. ..1.c<<-iconcrcaesecccess 43,000 42,652 

3, 1984 aS ie CES eR 31,800 26,414 


Apr. 


Apr. 


Mar. 
Apr. 
Apr. 


Apr. 
Apr. 


Mar. 
Mar. 


Apr. 
Mar. 


Mar. 
Mar. 


Mar. 
. 10, 1984 
. 10, 1984 
. 10, 1984 


Apr. 


3, 1984 


5, 1984 
3, 1984 
3, 1984 


3, 1984 
3, 1984 


5, 1984 
5, 1984 


10, 1984 
5, 1984 


5, 1984 
5, 1984 


yTOP1984 
. 10, 1984 
. 10, 1984 
eTLO 21984 
. 10, 1984 
. 10, 1984 


27, 1984 


» LO; 1984 
1 1021984 


5, 1984 


10, 1984 


AUDITOR’S REPORT FOR 1984 


Ministry 
Program and Activity 


Ministry of Environment (cont’d) 


Systems Development Services ..........-++++++- 
Environmental Planning Program 
Program Administration ..........-..:seeeeee ees 
Water Resources: ait. scent sane seer ee tee 
Laboratory Services and Applied Research .... 
Environmental Control Program 
Program Administration ...............s0seseeeee 
Hearing Panel on Industrial Waste 
ManaSe men aaaissntcnss seen ten es oe eee 
COMPpPWANCS a comiatacctce te Poeddi sneer 
Environmental Approvals and Technical 
SUPPOLE. yaa. aeaitass sols ne bay cleats a ene 
Utility Planning and Operations Program 
Project ENQINGeTING 5 .7.ocenecasse uments een 
Ontario Waste Management Corporation ...... 


Ministry of Government Services 


Ministry Administration Program 

Mar OTiCe =e Serna. carer ee cen tuee erin: 

Information Services tees. seece es een 
Accommodation Program 

Peo ora AGIMIMISttatlon ere tarane caste aaeo rates 

AUVISOTY SOLVICES haute snc ocete ns et ene ere 

Capital GOnstruchlon™. <0sess oeses sete ee 

Lease — Purchase 

TS SASUNS Preece cet ets acon ts Aen aa eae 

Repairs, Operation and Maintenance ........... 
Human Resource Services Program 

Program Administration 

Program ACTMIMIS(hatON sty. esse tee ee eee, 

Employee Health and Advisory Services 

Employee Benefits and Data Services 
Corporate Services Program 

Program: Administration. ..oss2.7 ene eee oe 

Government Information Services 
Real Property Program 

PropramsA CiMiniStralOns yaa ence 
Computer and Telecommunication Services 

Program 
Telecommunication Services 


ee 


ee 


je (6) 6) 616 e068) 0 ee) 6, © 


ee 


Authorized 


Expended 











$ $ 
4,400 251 te 
13,600 8,843 
694,600 499 793 
553,200 551,148 
165,300 164,092 
6,600 _— 
1,663,000 1,360,012 
1,609,100 1,282, 895m 
12,766,700 10,127, 31a 
1,510,000 1,393,949 
19,396,200 15,633,108 
98,000 90,367 
174,800 168,556 
43,900 — 
86,000 66,808 
1,048,400 1,005.2 
303,400 303,009 
2,684,700 1,570,652 
654,900 — 
13,000 13,000 
13,100 11,407 
EOS S00 117,778 
249 ,300 241,804 
47,100 36,827 
367,700 351,578 
65,900 64,801 
1595100 1,001,120 
7,128,800 5,042,984 





EXHIBITS 


Ministry 
Program and Activity 


Authorized 


201 


Expended 


ee 


pr. 10, 


1984 
1984 
1984 
1984 
1984 
1984 
1984 


1984 


1984 
1984 
1984 


1984 


1984 
1984 
1984 
1984 
1984 
1984 
1984 
1984 


1984 
1984 
1984 


1984 
1984 
1984 
1984 
1984 


1984 


Ministry of Health 


Ministry Administration Program 
EM TICE: Gea vetatybr aril venice rly oss lew cress 


Supply and Office Services .................00000. 
BORO CL SCE VICE Ss iy hayes. sac sae Leidcsac ise cae 
PMA SIAN PLANNIN oe Sos is ach Se keen 
MEGOMINSEE NICER tee Meer eet a 
MOS aie eee 
Institutional Health Program 
Laboratory Services 
Public and Mental Health Program 
Program Administration 
Mental Health 
Experience ’83 
Health Insurance Program 
Health Insurance and Benefits 


S0e ays raven 8) (0) 6).0/6)l0)s\\6\ #16 6 else 866.10 a) 0 nla etev6 


O18)6. 050.0 (6.0 6'9 Sle e616 (66.6, 6.6118. 01 .0)0)/0.8 
P19 P 1S SRO Re 68 010).0: 61-6 6 610109 -6)e (1880 106) © fe. e008 bis e 6 


P92 C50 1e).8 (000.818). 0 10 10),0).6' 61.0.9. )0 6 101s 0)'e 0.0 @ 0.0.16.0).6 686 


Ceo errr erence eccsceeee 


Ministry of Industry and Trade 


Ministry Administration Program 
Main Once: PA As treed siti’, duis eis 


Supply and Office Services ...............0.ece00: 
supply and Office Services........csotied dens 
HOPS RNEMSCIVICES 6 507s SRO el is 
Information Services 
Information Services 
Information Services 
Industry Program 
Industrial Policy and Analysis 
Small Business and Field Services 
Small Business and Field Services 
Trade Program 
TAGE PONCE ANU AM SIVSS 2-3 sarc oe ees sons vc 
Ontario International Corporation 
infemational Offices: se ea Pie) 2a 
Metropolitan Toronto Convention Centre ...... 
Ontario Development Corporations Program 
Ontario Development Corporation 
Technology Centres Co-ordination Program 
Technology Centres Co-ordination .............. 


Coe eee rere reer ese eesseseereees 


612 6) 0:6 5 oe 0 6 Os sip 6 0s & © 0 a.0 6/0 «60 06 


Ce eee em err e rrr e errr seceeereses 


ey 


Ce 0 6 2 2.6) 8 ie 5erp @ 





$ $ 

533,600 528,345 

72,600 = 
209,800 193,021 
40,400 39,943 
47,300 45,588 
36,100 36,100 
4,000 3,386 
515,700 456,466 
171,900 157,471 
22,532,200 21,604,256 
222,100 189,297 
10,186,700 9,493 348 
34,572,400 32,747,221 
30,000 26,511 
194,000 187,877 
257,400 257,400 
2,100 90 
111,100 110,939 
1,057,000 1,057,000 
110,000 110,000 
16,500 16,054 
235,600 235,303 
195,000 195,000 
55,800 51,348 
198,000 197,688 
54,900 54,796 
370,000 369,819 
55,000 55,000 
1,532,000 1,205,709 
82,000 81,941 
4,556,400 4,212,475 


202 AUDITOR’S REPORT FOR 1984 


Date of Ministry | 
Order Program and Activity Authorized Expended 


on  —————————————————— 








$ $ 
Ministry of Intergovernmental Affairs 
Ministry Administration Program | 
Mar. 27, 1984 Marit OffICE. cc cas Sheistacecsnee tae ee 36,400 18,579 
Intergovernmental Relations Program | 
Dec. 13, 1983 Protocol SELviceS ....csiséace-wcs os acter eetat 175,100 175,100 
Mar. 27, 1984 Protocol, SErvicEScnc: is 4c oe eee ee 1233100 119,617 
334,600 313,296 
| 
Ministry of Labour 
Ministry Administration Program . 
Mar. 27, 1984 Mian OPEICE 2s css ss sau ob eon ecerepee ie ae ee area 206,100 86,031 
Feb. 21, 1984 Financial ServiCeS=...<. <c.sccee ee eee 290,200 219,661 
Feb. 21,7984 Supply and Office Services ©...7.7.2-s23 eeu 541,700 488,953 
Mar. 20, 1984 Personne! SErviceS «..... cxcccs-0 ane reece 16,000 3,620 
Feb. 21, 1984 Analysis and: Planning vo jncccgt eee ay ee 561,500 477,127 
Industrial Relations Program | 
Mar. 27, 1984 Conciliation and Mediation Services ............ 73,600 72,807 
Mar. 27, 1984 Public Service Appeal Boards ..--3..0..3- 10,500 7,366: 
Women’s Program 
Mar. 27, 1984 | Women Crown Employee Office ................ 28,900 11,15€ 
Jana 24.1984 Women’s Bureat!.:;:.:.s.c..v oe eee 2,012,300 1,223,482 
Occupational Health and Safety Program | 
Mar. 27, 1984 ~ Program Administration: ...¢c:ee.ccpeeraeeeeeen 324,800 212,44¢€ 
Mar.'27,,1984 -§ Occupational Healthy scscasaasenee. See ee 64,200 635992) 
Mar. 27, 1984 Special Studies and Services ..........000000000e 76,300 —_ 
Employment Standards Program 
Mar. 27,1984 ©" Employment Standards: -,2..<:d0s-ceenss eee 225,000 212932 
Labour Relations Board Program 
Mar.7 27.1984. “Labour Relations Boardic.ccssqe ee ee 280,300 279,884 





4,711,400 3,358,45$ 





Office of the Lieutenant Governor 


Office of the Lieutenant Governor Program 
Feb. 14, 1984 Office of the Lieutenant Governor .............. 43,700 29,542 





Management Board of Cabinet 


Government Personnel Services Program 


prs 10, 1984 "Temporary Help Services “2 eects ee 175,000 142,97 
Apr. 10,1984 — French Language Services .............00ecee0000+ 40,000 35,588 
= 





215,000 178,56: 





3, 1984 
3, 1984 
3, 1984 


. 27, 1984 
B27, 1984 


5, 1984 
10, 1984 


. 27, 1984 
. 20, 1984 
. 27, 1984 


. 27, 1984 


2, 1983 


B13, 1983 
. 27, 1984 


. 27, 1984 


. 20, 1984 


. 27, 1984 


. 27, 1984 


3, 1984 


Ir, 20, 1984 
1. 27, 1984 
1. 20, 1984 


t 


|. 


. 27, 1984 


3, 1984 


EXHIBITS 


Ministry 
Program and Activity 


Ministry of Municipal Affairs and Housing 
Ministry Administration Program 
PMC eee teres Ee) Oe wale 
Systems Development Services 
Experience ’83 


aXe ee Bit. Ss sees 6 Oe we 


Beer: Peta” ai 0 10/6 Ol aXe a eile 1 ei W, 8) Sire o.e\'e Bie) 6:/6 re 


Ministry of Natural Resources 


Ministry Administration Program 
Main Office 


Match eh inte (e810) S829 0D) es) 1650s lw) eb 10h ep Te aac. o'6, ak. 6-6 
CAN Sie A1S LOR OO NO Ter \ene;'s Kal ere Haye) alee a 6 Kolin (0: 6.:6%e' mie} 


SE SGSTA) 2).e 1S Si01S0 678 ew) ew Xe) Bi e.'a: (ea l6) we ie) 9)-6)- 676.6. «. 


TRPCREUALION SCLVICES Cte ee een NY 
Systems Development Services 
Legal Services 


eee 9 606.16. 9.0) 6 a 8b wy we 
8 IE ALICE VE SES Boar A ac We iat Re ac CC RIE Yt CT ie a ee 


PC REPNSIS 60 Ow see. [8 el we ROO: ne) oie) Cele ose © 


Lands and Waters Program 
Conservation Authorities and Water 
Niamaromcnis.. ene: Miadle Ler a | 
Extra Fire Fighting 
Pan ine ie atitie te eee ss, Se 1 uh 
SUIVCys anCMMappiie! Gers kn SPIRIT.) Cae 
Outdoor Recreation Program 
Bie WI iLe me See os 
Resource Experience Program 
Experience ’83 


Pe ee ieieaiie'e je ew eres 16 6.9016 ars a6 lee 8:6 ene: 6: 


SUSAR SSS .e) A208 L eis (0)/0i-0./ eR. 6! @ STIS, 0)6).¢..6)16/0 80. web 


Ministry of Northern Affairs 


Ministry Administration Program 
Avalypisand Planning oiiecok 2 racl.......... 
Northern Economic Development Program 
Program Administration ................0.0c00000. 
Transportation Development ..................... 
Northern Transportation Program 
OMENS, craked ink Heo, AOE Ne 
Northen Roadiiets ater lee Wai esces ss 
Re, ee Ae Pe 
Northern Community Services and Development 
Program 
SMOMUDNILY. SERVICES arene yvss''sas ALT: 
Community Infrastructure ...............0.0.0000. 














Authorized Expended 
$ $ 
94,500 85,274 

181,300 168,738 
102,500 96,080 
378,300 350,092 
596,500 504,705 
110,300 101,817 
265,400 253,803 
1,439,300 1,438,453 
293,700 288,458 
131,000 129,511 
r,637-200 1,478,973 
1,567,900 os, She oy 9s 
3,000,000 3,000,000 

5,000,000 4,586,063 
65,200 64,607 

2,401,100 2,290,880 
37,500 8,332 

16,559,100 15,713,414 
76,000 35.733 

32,800 14,969 
106,000 — 
275,000 275,000 
325,000 95,404 
181,400 181,106 
155,200 144,793 

1,552,500 1,455,569 

2,703,900 2.202.574 
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Ministry 


Program and Activity 


Authorized 


Expended | 


SS __ ne | 


Feb. 





Mar. 
Mar. 
Mar. 


Mar. 


Apr. 
Apr. 


Mar. 
Mar. 
Mar. 


Mar. 
Apr. 


Mar. 
Mar. 


Mar. 
Mar. 


Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 


Bae 


10, 
10, 


Mn nN 


1984 


1984 
1984 
1984 
1984 
1984 


, 1984 


1984 
1984 


, 1984 


1984 
1984 


, 1984 
, 1984 


1984 


1984 


1984 
1984 


, 1984 
, 1984 
, 1984 


, 1984 
, 1984 


, 1984 


1984 


Office of the Premier 


Office of the Premier Program 
Office oF the Premier: ...0.05:.nsckenrneeon ah meron? 


Ministry of Revenue 


Ministry Administration Program 


Main Office ..... 
Legal Services .. 
Audit Services .. 
Audit Services .. 


Gio. bb 0 © 0:6 61616) #6) (ewe 06/0! 610: 9:01 91.0)016.0 010) 628) 6-8) 018) 


Vie.) e/a 6) 0) @ (6 6) © ele 1b 1e @.ie 6.61161 (01,0;0:16/(010: 1016 O10 0561078 86 


Se thee es ©.0\e| ae) ee 1660s ew Wiel esl ee [eo are).0) 0 61616/.or 01S 


PRCHC MCE ECM eC ee tC COCCI at 


Analysis and Planning@)..<..0.2.0 000s <c0nsc<e en oem 
Financial SCLVICES hudson ve ees cement eee eee 
Supply and Office Services . 2). .222..0-e-eqrens 
Personnel S€LVICES: .ciacec acuiancnsetene or senen eee 
Communications’ Services: v.70. 24.-cee eee eee: 
Systems: Development: Services wis... sera 


Relocation Project 


Pee ee ee ee 


Tax Revenue Program 
Taxation Data. Centre ....1.. i885... 
Corporations Tax and Other Taxes .2...0-5 1-70. 
Retail Sales Tax. and Other Taxes 2.4... .2ss5 
Property Assessment Program 
Assessment, Field Operations « A:je:ns8 ec 


Social Development Policy 


Social Development Policy Program 
social Development Policy -2e0.0 2 eee 
Ontario Bicentennial Project Oifice -..2.-..-.. 


Ministry of the Solicitor General 


Ministry Administration Program 


Main Office ..... 
Financial Services 


Systems Development Services: 22.0 eee. 
Public Safety Program 


Program Management 
Fire Safety Services 


Ontario Provincial Police Program 


Office of the Commissioner 


Supply Division 

















$ $ 
: 
257,600 233,71€ 
| 
19,500 18,871 
28,600 27,14 
175,000 175,00€ 
26,700 12,498 
24,200 7,64( 
176,100 146,79€ 
41,200 32,315 
54,600 17,521 
26,800 25704 
195,400 19sis7 
308,100 114,922 
279,500 193,03. 
243,900 135,65¢ 
324,600 224,72 
1,878,600 1,388,024 
3,802,800 2,599,125 
| 
| 
80,200 wk. 
425,000 422,69). 
505,200 496,44 
275,000 194,57! 
200,000 196,22. 
25,000 15,74 
25,000 9,98 
150,000 16,78¢ 
250,000 219,64 
1,300,000 875,10! 


Nar. 5, 1984 
Mar. 5, 1984 


spr. 24, 1984 
An. 31, 1984 
Tar. 20, 1984 
pr. 24, 1984 
far. 20, 1984 
pr. 10, 1984 
far. 5, 1984 


in. 31, 1984 
far. 20, 1984 
pr. 24, 1984 
pr. 24, 1984 
‘pr. 24, 1984 
lar. 5, 1984 
far. 27, 1984 


lar. 20, 1984 
lar. 20, 1984 
lar. 27, 1984 
pr. 10, 1984 
lar. 20, 1984 
pr. 24, 1984 
ily 5, 1983 
ar. 27, 1984 
ar. 20, 1984 
pr. 10, 1984 


1984 
, 1984 
, 1984 
, 1984 


, 1984 





EXHIBITS 


Ministry 
Program and Activity 


Ministry of the Solicitor General (cont’d) 


Field Operations Division 
Investigation Division 


BG lel (06) s 0's @ 00 ee 6/0 e890 6.0 se 


© 0 2a 6 6 0 61/0) 5:1) a letele ee biel ¥,6 eles. 66/6 


Ministry of Tourism and Recreation 


Ministry Administration Program 


Planning and Administration Services .......... 


Information Services 


Information Services 


Information Services .............. 


ee es 


CC Ce cd 


O16) 0) 06 ¢.6. 616 610 «| 6 a eye 


CC ee ey 


Corporate Advertising and Special Projects . 
Corporate Advertising and Special Projects ... 


Experience °83 
Tourism Development Program 
Program Administration 
Program Administration 
Program Administration 


Tourism Marketing Development 


Tourism Field Operations .......... 
Tourism Field Operations ......... 


Parks and Attractions Program 


Huronia Historical Parks ........... 
PTT a ELULADI care k eviews s,s 
OC es Ten TLE let Penn eee 


Thender Bay SkiJumps 3.40.0... 
Thunder Bay Ski Jumps ............ 
Resort Development {.. 55.20.0055. 
ResortiDe velopment i..c..0i0.00s 5. 


ed 


ao s/s 0 © 8: 0X6 <0) 


Tourism Industry Development .. 


Ce ry 


ey 


616118 \0)' ».e 0) ~ © 0) 6 6 16.6 


ee ey 


rio ae se et es 


Ciel s\.6)ohe @ im» 2) >6 se 3 


oy 


ee? 


Recreation, Sports and Fitness Program 


Program Administration 


eit boy) SER Re en 
PETC MUN oe en LS 


Recreation, Sports and Fitness Field 


SITET AIT Weg os eke a kU boy ons 


Recreation, Sports and Fitness Field 


PTET S08 ag et Se vc ARES 


Authorized 
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Expended 








$ $ 
2,200,000 1,930,469 
450,000 278,139 
4,875,000 3,737,280 
100 ae 
400,300 400,300 
4,800 4,800 
1,200 952 
59,500 59,500 
56,500 55,278 
214,700 131,411 
130,500 130,500 
1,700 1,700 
2,000 babs 
100 = 
34,300 es 
149,500 149,500 
75,000 74,157 
26,400 = 
67,800 67,800 
30,000 30,000 
10,000 1,561 
25,400 25,400 
200 111 
540,000 540,000 
70,000 70,000 
2,400 2,400 
6,000 1,961 
3,200 = 
4,400 4,400 
100 19 
1,002,100 1,002,100 
800,000 741,920 
3,718,200 3,497,321 
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Date of Ministry | 
Order Program and Activity Authorized Expended 
$ $ 
Ministry of Transportation and 
Communications 
Ministry Administration Program | 
Mar -20s1984. sain Once wastewater ss nee eee eee 2,445,600 1,806,902 
Marec0 -1984. (iPinancial, SCrvices ..4. ae net eee. eee 1,940,000 1,789,91¢ 
Apr. 3, 1984 PinanCtalaSeLVICeS ec ac ar cee ee eee 208,600 — 
Mar. 20, 1984 hepal Services act ies 0 ca eee one etree 275,000 113,030 
Mar. 5, 1984 Personnel:Services” 2... «ntaseccntatt bauer 143,100 143,100 
Mar. 20, 1984 Personnel Services 24. ee ee 676,500 450,656 
Mar. 20, 1984 Supply-and Ostice Service tet. te eee 618,200 197,759 
Apis. 3.41984) = Intormation Services = ees sce see eee 15,400 i 
Policy Planning and Research Program 
pte Owlosae “se Policy Planning 200s aera ee ee 67,400 64,090 
Api wielOS4 ~ Research <forcazer scout et cee ee eer 89,600 84,975 
Safety and Regulation Program 
Apr. 3, 1984 Prograny Administranion’ 2.579...) ee 21,000 — 
Mars 5.1084" = hicensing “seiteta ae ee eee 789,200 789,200. 
Mar. 20, 1984 TACETISINIS eRe A eon ns See ides Co ee 1,200,000 1,200,000 
Mar. 27, 1984 LMCCHSINE eaters Nes Ak tina ae ee 5,950,000 5,616,418 
Provincial Highways Program 
Apr. 3, 1984 rogram Administration tse eee 1,073,000 1,066,951. 
APTS 235 /LOS4™ “Se Design! Wie es ieee ee ee 2,494,000 — 
Apr. 3, 1984 Mamtenance: «22102825 ee eee 949,100 949,100 
Apr. 10, 1984 Waintenanice? 4h so BU nee oe ee, 4,381,000 2,376,200 
Provincial Transportation Program | 
Apr, 3; 1984  Proeram: Administration -....... Se ee 25,800 15,268 
8) mre Se he oc bah 2 |e here een Cee Te ule} 24,600 — 
Ape, 23,1084 SSUMarine << cach teeshitnomy se eane many eae 7,500 4,686 
Municipal Roads Program 
ApY. 3, 1984 "Program Administration” #52. eee 353,800 227,350 
Mar. 27, 1984 — Capital, Construction and Maintenance ........ 5,000,000 2,971,632 
Apr. 3, 1984 Capital, Construction and Maintenance ........ 179,800 —a 
Municipal Transit Program 
Bews 215.1984" "Capital and Constructione:.1.-. ee 5,300,000 5,300,000 
Mar. 27, 1984 Capitaland: Constructions <. sae 17,900,000 17,900,000 
apr 10; 1984 “Capital and Construction: =. ac.2c ee 4,500,000 4,500,000 
Febee21, 1984 Operations ....45.4.4.e ee eee 1,700,000 1,684,271 
58,328,200 49,251,816 
Ministry of Treasury and Economics 
Ministry Administration Program 
Dena 67 004s — Main Office: =e cent Secteur 200,000 192,940 
Feb. 28.1984" » Financial Services 2... hsp cei ee 29,400 27,366 
Mar. 20, 1984 — Supply and Office Services .............00000000e 134,900 129,426 
Peo 2371984, — Personnel Services ss....... ose 35,000 26,048 
Feb, 28, 1984 Information:Services . 21ers. 140,000 131,031 








EXHIBITS 


Ministry 
Program and Activity 


Authorized 
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Expended 


I 


. 28, 1984 
. 28, 1984 


. 28, 1984 
. 28, 1984 


10, 1984 


Ministry of Treasury and Economics (cont’d) 


Legal Services 
Treasury Program 
Treasury 
Economic Policy Program 
Economic Policy 
Regional Economic Development 
Inflation Restraint Program 


Intlation Restraint Board ........... 


5%. Oe BS 8S 6 w 0% F000 6 6 6 bo 6 


BO) G6 AS (he eS Se 6 6 61010 0 6 6k 6 ole ew ib 8} 


CCC CCC CCC CCC OCC OEE Oe 


Mie Be 1e 9110 810,16. 10 6 0 we 


eT Tet Yar mc Ee CM RE SE Tec mr 


5 Bie Vie (oa won lee. eh 6 


© 016.16, 050), 6. 8) 0 0.0 06 6 6 








$ $ 

15,000 12,951 
112,000 71,938 

150,000 — 
6,000,000 5,997,497 
515,000 451,797 
7,331,300 7,040,994 
267,785,900 232,224,129 





208 AUDITOR’S REPORT FOR 1984 


Se nnn EEE EEE 









































EXHIBIT 4 
STATUTORY APPROPRIATIONS | 
Amounts Provided and Expended Thereunder | 
Year Ended March 31, 1984 | 
| 
Ministry Payment | 
Activity Classification Provided Expended 

$ $ 
Ministry of Agriculture and Food | 
Minister’s Salary Expenditure 23,300 24,432, 
Parliamentary Assistant’s Salary Expenditure IZ) 7,549, 
Payment of Guarantees Expenditure 1,000 715,499 
Subsidy Payments to the Crop Insurance | 
Fund Expenditure 16,000,000 20,777, Aa 
Tile Drainage Debentures Loans 30,000,000 23,608,500. 
Ontario Agricultural Museum Trust Fund Trust Account 13,466. 
Richard Blake Palmer Horticultural Trust Trust Account = 4,389. 
46,031,500 45,151,483 
| 
Office of the Assembly | 
The Election Act Expenditure = 1,154,191 
Ontario Electoral Boundaries Commission Expenditure 901,400 412,063 | 
Contribution to Legislative Assembly | 
Retirement Allowances Account Expenditure 1,694,600 1,721,961! 
2,596,000 3,288 5209 
| 
Ministry of the Attorney General | 
Minister’s Salary Expenditure 23,300 24,432! 
Parliamentary Assistant’s Salary Expenditure 7,200 4,166, 
Allowances to Supreme Court Judges Expenditure 195,000 208,792, 
Allowances to Judges Expenditure 477,000 481,763) 
The Proceedings Against the Crown Act Expenditure 1,000 15,138) 
703,500 734,291. 
Ministry of Citizenship and Culture | 
Minister's Salary Expenditure 23,300 24,432 
Parliamentary Assistant’s Salary Expenditure 7,200 6,146 
George R. Gardiner Museum of Ceramic Art Expenditure 2,700,000 2,200,000 
. 
2,730,500 2,230,578 | 





___ a 


EXHIBITS 


Ministry 
Activity 


Payment 
Classification 
| 
Ministry of Colleges and Universities 


The Private Vocational Schools Act Trust Account 
Queen Elizabeth II Ontario Scholarship Fund Trust Account 


\ 
} 
. 


} 


Ministry of Community and Social 


| Services 
Minister’s Salary Expenditure 
*arliamentary Assistant’s Salary Expenditure 


nterprovincial Lotteries Trust Fund Trust Account 
i 


' 


Ministry of Consumer and Commercial 
- Relations 

Minister’s Salary 

arliamentary Assistant’s Salary 
Inclaimed Monies 


ayments from the Motor Vehicle Accident 
_ Claims Fund 


Expenditure 
Expenditure 
Trust Account 


Expenditure 
Trust Account 
oreign Lands Deposit Trust Account 
2curity Bond Forfeitures: 

_The Consumer Protection Act Trust Account 
The Motor Vehicle Dealers Act Trust Account 
The Real Estate and Business Brokers Act. Trust Account 

The Travel Industry Act Trust Account 

The Collection Agencies Act Trust Account 

The Bailiffs Act Trust Account 
ontract Security Deposits — Athletics 
Commissioner 
‘own Contributions re Judges’ Plans 
ves Under the Vital Statistics Act 
*nsion Guarantee Fund 


Trust Account 
Expenditure 
Expenditure 

Trust Account 


inistry of Correctional Services 


Expenditure 
Trust Account 


-inister’s Salary 
quests 


209 




















Provided Expended 
$ $ 
a 30,000 
57,000 51,228 
57,000 81,228 
23,300 24,432 
7,200 7,549 
= 250,000 
30,500 281,981 
23,300 24,432 
7,200 7,549 
— 4,276 
<= 312,010 
16,796,500 14,268,508 
— 15,729 
40,000 
105,739 
85,337 
456,000 06523 
10,000 
1,000 
42,000 500 
15,000 1,230 
500 410 
1,000 -_ 
17,341,500 15,003,241 
23,300 24,432 
2) 36 
23,300 24,468 
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Ministry Payment 
Activity Classification Provided Expended 
$ $ 
Ministry of Education 
Minister’s Salary Expenditure 23,300 24,437 
Parliamentary Assistant’s Salary Expenditure 7,200 6,147 
Bequests and Scholarships Trust Account 49,000 43 848 
Student Aid Loans, Write-off Expenditure _- 20, 16€ 
Ontario Education Association — Elementary | 
Teachers’ Loan Fund Trust Account — 34€ 
Teachers’ Superannuation Fund Expenditure 187,893,100 189,107,451 
Superannuation Adjustment Fund Expenditure 57 261700) 36,963,303 
Superannuation Adjustment Benefits Expenditure 66,029,400 66,783,488 
291,263,700 292,949,181 
Ministry of Energy 
Deputy Premier’s Salary Expenditure —- 18,424 
Minister’s Salary Expenditure 23.300 24,032 
Parliamentary Assistant’s Salary Expenditure 7,200 6,141 
30,500 48,597 
Ministry of the Environment 
Minister’s Salary Expenditure 23,300 24,432 
Parliamentary Assistant’s Salary Expenditure 7,200 7,549 
Interprovincial Lotteries Trust Fund Trust Account 1,300,000 1,309,130 
Reserve Fund for Renewals, Replacements 
and Contingencies Trust Account a 1,380,765 
Sinking Fund for Recovery of the Cost of | 
Capital Assets Trust Account = 392,930 
1,330,500 3,114,806 
Ministry of Government Services | 
Minister’s Salary Expenditure 2353500 24,432 
Parliamentary Assistant’s Salary Expenditure 7,200 7,7) 
Ministers’ Without Portfolio Salaries Expenditure 23,400 21,184 
Contract Security Deposits Trust Account 161,000 60,175 
Effingham Park Expropriation Trust Account Trust Account — 18,941 
Government Stationery Account Expenditure 1,000 75,601 
215,900 207,882 





Ee 


EXHIBITS 


Ministry Payment 
Activity Classification 
| 
Ministry of Health 
Minister’s Salary Expenditure 
Parliamentary Assistant’s Salary Expenditure 
Government Pharmacy Expenditure 


interprovincial Lotteries Trust Fund 
Reserve for Outstanding Cheques 


Trust Account 
Trust Account 


) 


Ministry of Industry and Trade 


Minister’s Salary Expenditure 
?arliamentary Assistant’s Salary Expenditure 
)ntario Development Corporation Loans 
Northern Ontario Development Corporation Loans 
Jastern Ontario Development Corporation Loans 

|! 

Ministry of Intergovernmental Affairs 

Ainister’s Salary Expenditure 
arliamentary Assistant’s Salary Expenditure 
) 

ustice Policy 

linister’s Salary Expenditure 


iterprovincial Lotteries Trust Fund Trust Account 


\ 
| 


i 
i 


inistry of Labour 
j 


inister’s Salary Expenditure 


irliamentary Assistant’s Salary Expenditure 
‘terprovincial Lotteries Trust Fund Trust Account 
ine Rescue Training Expenditure 


Inployment Standards — Unclaimed Wages Trust Account 







anagement Board of Cabinet 


inister’s Salary Expenditure 
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Provided Expended 
$ $ 
23,300 24,432 
7,200 7,549 
906,434 
4,500,000 33,909 
— 1,172,348 
4,530,500 2,144,672 
23,300 24,432 
7,200 7,549 
12,825,000 18,260,224 
7,500,000 5,107,676 
9,700,000 3,707,100 
30,055,500 27,106,981 
23,300 24,432 
7,200 7,549 
30,500 31,981 
23,300 24,432 
120,800 60,400 
144,100 84,832 
23,300 24,432 
7,200 6,146 
600,000 599,999 
717,500 735,938 
at 63,137 
1,348,000 1,429,652 
23,300 24,432 
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Ministry Payment | 
Activity Classification Provided Expended 
$ $ 
Ministry of Municipal Affairs and Housing | 
Minister’s Salary Expenditure 23,300 24,432 
Parliamentary Assistant’s Salary Expenditure 75200 7,549 
Ontario Renter — Buy Program Expenditure 12,500,000 10,923,370 
12, 53505500 10,955,351 
Ministry of Natural Resources | 
Minister’s Salary Expenditure 25.300 24,432 
Parliamentary Assistant’s Salary Expenditure 7,200 7,549 
Contract Security Deposits Trust Account 1,075,000 1,051,492 
Thomas Foster Trust Account Trust Account 2,501 
Algonquin Forestry Authority Loans 100,000 54,606 
1,205,500 1,140,580 
3 
Ministry of Northern Affairs | 
Minister’s Salary Expenditure 23,300 24,432 
Parliamentary Assistant’s Salary Expenditure 7,200 7,549. 
30,500 31,981 
Office of the Premier 
Premier’s Salary Expenditure 33,200 34,813 
Parliamentary Assistant’s Salary Expenditure 5,569 
33,200 40,382 
Office of the Provincial Auditor 
Provincial Auditor’s Salary Expenditure 69,500 72,822 
Resources Development Policy 
Minister’s Salary Expenditure 23,300 24,432 
Ministry of Revenue 
Ministers Salary Expenditure 23,300 24,432, 
Parliamentary Assistant’s Salary Expenditure 7,200 7,549 
Contract Security Deposits — Retail Sales 
Tax Trust Account == 227,372 
Local Services Board Levy Trust Account = 61,520 
Province of Ontario Savings Office Expenditure 5,947,900 6,702,772 
5,978,400 7,023,645 
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Ministry 
Activity 


Social Development Policy 


Minister’s Salary 
/Parliamentary Assistant’s Salary 


Ministry of the Solicitor General 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Payments Under the Ministry of Treasury and 


_ Economics Act 

Hearings Under the Police Act 

Ontario Police College Library Trust Fund 
Payments Under the Police Act 


Ministry of Tourism and Recreation 
Minister’s Salary 

?arliamentary Assistant’s Salary 
nterprovincial Lotteries Trust Fund 


Ministry of Transportation and 
_ Communications 

Minister’s Salary 

*arliamentary Assistant’s Salary 
-ontract Security Deposits 


Ministry of Treasury and Economics 
Ainister’s Salary 

arliamentary Assistant’s Salary 
evelopment Loans 


| Public Debt 
-iterest on Ontario Securities 
Public Issues 

For General Purposes 

Discount on Treasury Bills 

_Non-Public Issues 
Canada Pension Plan Investment Fund 
Teachers’ Superannuation Fund 


Payment 
Classification 


Expenditure 
Expenditure 


Expenditure 
Expenditure 


Expenditure 
Expenditure 
Trust Account 
Expenditure 


Expenditure 
Expenditure 
Trust Account 


Expenditure 
Expenditure 
Trust Account 


Expenditure 
Expenditure 
Loans 


Expenditure 
Expenditure 


Expenditure 
Expenditure 


















































Provided Expended 
$ $ 
23,300 24,432 
7,200 7,549 
30,500 31,981 
23,300 24,432 
7,200 7,549 
1,000 389,172 
1,000 386 
== 3,451 
1,000 
33,500 424,990 
23,300 24,432 
— 4,166 
10,000,000 10,000,000 
10,023,300 10,028,598 
23,300 24,432 
7,200 4,166 
1,000 
30,500 29,598 
23,300 24,432 
7,200 7,549 
3,600,000 _ 
166,000,000 88,126,591 
— 54,322,920 
1,164,692,000 1,146,928 ,283 
620,000,000 612,636,873 
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Ministry Payment 
Activity Classification Provided Expended 
$ $ 
Ministry of Treasury and 
Economics (cont’d) 
Ontario Municipal Employees | 
Retirement Fund Expenditure Bs gw A. 0 117,250,593) 
Other Expenditure 32,959,000 31,950,693 
Interest on Public Service Superannuation 
Fund Expenditure 299 955,000 299,148,090 
Interest on Superannuation Adjustment Fund Expenditure 91,870,000 101,902,198 
Interest on Province of Ontario 
Savings Office Deposits Expenditure 90,000,000 51,738,666) 
Other Interest, Exchange, Discount and 
Commission Expenditure 26,875,000 29,634,917 
Debt Transactions Retirements 
of Loans — 276,414,819 
Pension and Related Adjustment Funds, 
Trust and Special Purpose Accounts 
Payments from Public Service 
Superannuation Fund Pension Fund 134,845,000 124,613,770 
Payments from Superannuation Adjustment 
Fund: 
Teachers’ Superannuation Plan Related 
Adjustment 4 
Fund 29,448,000 26,319,842 
Public Service Superannuation Plan Related 
Adjustment 
Fund 233952, 000 22,406,983 
Retirement Pension Plan of Ryerson Related 
Polytechnical Institute Adjustment 
Fund 152,000 68,086 
Caucus Employees Retirement Plan Related 
Adjustment 
Fund 13,447 
Payments from Legislative Assembly 
Retirement Allowances Account Pension Fund 1,100,000 970,502 
Other Trust Accounts 1,103,000 1,264,712 


Total Statutory Payments* 





2,803 ,830,500 





3,232,305,500 








2,985, 743,965 





3,409, 486,826 








EXHIBITS pA i 
| 


Summary of Statutory Payments 








Provided Expended 
$ $ 
See ty Expenditures. 3. 1. Gio. ooe ec hence ccevace’... 2,942,822 ,200 2,875, 186,566 
fmeeans, Advances and Investments .............c0ceeecescecocs sce, 63,725,000 50,738,106 
Pension and Related Adjustment Funds ........................... 189,497,000 174,392,630 
_ Trust and Special Purpose Accounts ...............0..0000000...... 36,261,300 32,754,705 
Meets OF LOANS oo... oo scnesceseesedse dic dessuecevececesccc... — 276,414,819 
_ Total Statutory Payments* 35232505, 500 3,409 486,826 














_ * Does not include Ontario Hydro Transactions. See Report Section 5.9. 
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EXHIBIT 6 
OFFICE OF THE PROVINCIAL AUDITOR 
MINISTRY AUDITS AND SPECIAL REVIEWS 
Year Ended March 31, 1984 


(See Note) 
_MINISTRY AUDITS 


Agriculture and Food 

Attorney General 

Citizenship and Culture 

Colleges and Universities 
Community and Social Services 
Consumer and Commercial Relations 
Correctional Services 

Environment 

Government Services 

Health 

Municipal Affairs and Housing 
Natural Resources 

Transportation and Communications 


SPECIAL REVIEWS 
Reviews for Standing Public Accounts Committee: 


Follow up re status of recommendations in previous 
EDP-related report submitted to Committee, Ministry of 
Health. 


Finances of Ontario Hydro related to: 

*Darlington Nuclear Generating Station construction 
project; 

¢Tube replacement program at Pickering ‘‘A’’ Nuclear 
Generating Station; 


¢Mothballing and write-off program in heavy water 
production and fossil fuel generation. 


Detailed Reviews of EDP Activities and Associated Management 
Controls: 


Ministry of the Attorney General 

Ministry of Community and Social Services . 
Ministry of Consumer and Commercial Relations 
Ministry of Government Services 
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Special Assignment for Minister, per section 17 of the Audit Act: 


Review, at the request of the Minister of Government 
Services, of matters related to: 


¢Contracts with a supplier for consulting services; 
«Development of on-line telephone database; 
¢Development of a computerized database for legislation; 


eConsolidation of the Ministry of Municipal Affairs and 
Housing at its new location. 


Other: 
Review of contracts initiated by a Minister of the Crown. 
NOTE: In general, this listing includes audits completed between October 1, 1983 and September 


28, 1984. In all cases, at least a portion of the period covered by the audit fell within the 
fiscal year ended March 31, 1984. 
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EXHIBIT 7 
OFFICE OF THE PROVINCIAL AUDITOR 


AGENCY OF THE CROWN AND CROWN CONTROLLED 


CORPORATION AUDITS 
Year Ended March 31, 1984 
(See Notes) 


AGENCIES OF THE CROWN 


(1) Whose accounts the Provincial Auditor is appointed to audit 


(11) 


by its shareholders or by its board of management, board of 
directors or other governing body. 


* Ontario Educational Services Corporation 
Ontario Industrial Training Institute 
* Ontario Land Corporation 
Ontario Mortgage Corporation (Note 2) 
Ontario Waste Management Corp. (Note 2) 
The Owen Sound Transportation Company, Limited 
(December 31, 1983) 
Soldiers’ Aid Commission 
Star Transfer Limited (December 31, 1983) 


Whose accounts are audited by the Provincial Auditor 
pursuant to appointment under any Act or by the Lieutenant 
Governor in Council. 


* The Accountant of the Supreme Court of Ontario 
Agricultural Rehabilitation and Development Directorate 
of Ontario 
Alcoholism and Drug Addiction Research Foundation 
* Algonquin Forestry Authority 
The Centennial Centre of Science and Technology 
Commission on Election Contributions and Expenses 
* The Crop Insurance Commission of Ontario 
* Eastern Ontario Development Corporation 
Egg Fund Board (December 31, 1983) | 
* Farm Income Stabilization Commission of Ontario 
The Fund for Milk and Cream Producers, The Milk 
Commission of Ontario 
* IDEA Corporation 
The John Graves Simcoe Memorial Foundation 
The Law Society of Upper Canada, Legal Aid Fund 
* Liquor Control Board of Ontario 
The Live Stock Financial Protection Board 
The McMichael Canadian Collection 
* The Niagara Parks Commission (October 31, 1983) 
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(111) 


* Northern Ontario Development Corporation 
North Pickering Development Corporation (Note 2) 
Office of the Assembly 
Office of the Official Guardian 
Office of the Ombudsman 
Ontario Agricultural Museum 
The Ontario Cancer Treatment and Research Foundation 
Ontario Deposit Insurance Corporation (December 31, 
1983) (Note 2) 
* Ontario Development Corporation 
* The Ontario Education Capital Aid Corporation 
The Ontario Educational Communications Authority 
Ontario Food Terminal Board 
The Ontario Heritage Foundation 
* Ontario Housing Corporation (December 31, 1983) 
Ontario International Corporation 
* The Ontario Junior Farmer Establishment Loan 
Corporation 
* Ontario Lottery Corporation 
* ‘The Ontario Municipal Improvement Corporation 
* Ontario Northland Transportation Commission (December 
3 lwilO83) | 
* Ontario Place Corporation 
Ontario Racing Commission 
Ontario Stock Yards Board (June 30, 1983) 
The Ontario Telephone Development Corporation 
* The Ontario Universities Capital Aid Corporation 
* Ontario Waste Management Corporation 
Pension Commission of Ontario 
Police Complaints Board 
Province of Ontario Council for the Arts 
Public Complaints Commissioner 
Public Service Superannuation Fund 
* The Public Trustee of the Province of Ontario 
Residential Tenancy Commission 
The St. Clair Parkway Commission (December 31, 1983) 
The St. Lawrence Parks Commission 
* Superannuation Adjustment Fund 


Whose accounts are audited by an auditor, other than the 
Provincial Auditor, appointed by the Lieutenant Governor in 
Council. These audits are performed under the direction of 
the Provincial Auditor pursuant to section 9(2) of the Audit 
Act. 
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Board of Community Mental Health Clinic, Guelph 
Clarke Institute of Psychiatry 
The Ontario Cancer Institute 
Ontario Mental Health Foundation 
* Teachers’ Superannuation Fund (December 31, 1983) 
* Workers’ Compensation Board (December 31, 1983) 


(iv) The audit of whose accounts the Provincial Auditor iS 
required to direct or review, or in respect of which the 
auditor’s report and working papers used in the preparation 
of the auditor’s statement are required to be made available 
to the Provincial Auditor under the agency’s governing Act. 


* Toronto Area Transit Operating Authority 


CROWN CONTROLLED CORPORATIONS, whose accounts are audited by an 
auditor other than the Provincial Auditor, with full access by the 
Provincial Auditor to audit reports, working papers and other related 
documents. 


Beechgrove Regional Children’s Centre Board of 
Governors 
The Board of Governors of The Ontario Institute for 
Studies in Education (April 30, 1983) 
The George R. Gardiner Museum of Ceramic Art (Note 3) 
Metropolitan Toronto Convention Centre Corporation 
* Ontario Centre for Advanced Manufacturing 
* Ontario Centre for Automotive Parts Technology 
Ontario Centre for Farm Machinery and Food Processing 
Technology 
* Ontario Centre for Microelectronics 
* Ontario Centre for Resource Machinery Technology 
Ontario Cream Producers’ Marketing Board 
(September 30, 1983) 
* Ontario Energy Corporation (December 31, 1983) 
Ontario Historical Studies Series 
* Ontario Hydro (December 31, 1983) 
The Ontario Milk Marketing Board (October 31, 1983) 
Ontario Municipal Employees Retirement Board 
(December 31, 1983) 
Ontario Research Foundation (December 31, 1983) 
Ontario Share and Deposit Insurance Corporation 
(December 31, 1983) . 
The Ontario Transportation Development Corporation 
(December 31, 1983) (Note 2) 


* 
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Ontario Trillium Foundation 
Ontario Van Pool Organization Limited 


(December 31, 1983) 
The Royal Ontario Museum (June 30, 1983) 


* Urban Transportation Development Corporation Ltd. 
(December 31, 1983) 


* Audited financial statements reproduced in 1983-84 Public Accounts, the majority appearing in 
Volume 2 thereof. 


Note 1: In all cases, the audit covered the fiscal period of the Agency or Corporation. In most. 
cases, the fiscal period ended on March 31, 1984. Where the fiscal period ended on a 
date other than March 31, 1984, such date has been indicated in parenthesis. 


Note 2: Inactive during this fiscal year. 


Note 3: No longer a Crown controlled corporation commencing January 1984. 
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EXHIBIT 8 
OFFICE OF THE PROVINCIAL AUDITOR 
PROVINCE OF ONTARIO 
STATEMENT OF EXPENDITURE 
for the year ended March 31, 1984 
1984 1983 
| Actual Estimates Actual Estimates 
Salaries and wages .............. $2,951,463 $3,328,100 $2,906,686 $3,105,000 
lmaployee benefits .............. 503 ,763 325,100 346,971 477,000 
Transportation and 
iecommunication ............... 124,303 104,000 102,751 104,000 
SR en 122,951 112,000 147,513 112,000 
Supplies and equipment ........ 29.925 35,000 46,063 53 ,000 
Cransfer payments 
_ Canadian Comprehensive 
Auditing Foundation ...... 36,750 36,700 35,000 35,000 
| 567091855 4,140,900 3,584,984 3,886,000 
-rovincial Auditor’s Salary .... F2,822 69,500 69,553 65,000 
| $3,841,977 $4,210,400 $3,654,537 $3,951,000 














\OTES 


. Accounting Policy 
The statement of expenditure has been prepared using the basis of accounting 
followed by the Province of Ontario with respect to the Public Accounts. This basis uses the 
“cash flow’’ principle of accounting modified to allow an additional thirty days to pay for 
goods or services pertaining to the fiscal year just ended. 


. Estimates 


The estimates shown above are those noted and approved, including supplementary 
estimates where applicable. 


AUDITORS’ REPORT 


O THE BOARD OF INTERNAL ECONOMY 
HE PROVINCE OF ONTARIO 


We have examined the statement of expenditure of the Office of the Provincial Auditor 
the year ended March 31, 1984. Our examination was made in accordance with generally 
‘cepted auditing standards and accordingly included such tests and other procedures as we 
sidered necessary in the circumstances. 


In our opinion, this statement presents fairly the expenditures of the Office of the 
‘Ovincial Auditor for the year ended March 31, 1984 in accordance with the accounting policy 
ferred to in note | to the statement applied on a basis consistent with that of the preceding year. 


>ronto, Canada ALLEN MILES FOX & JOHNSTON 
ne 28, 1984 CHARTERED ACCOUNTANTS 
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THE HONOURABLE HUGH EDIGHOFFER, M.P.P. 
Speaker of the Assembly 
Province of Ontario 


Dear Sir: 


I am pleased to transmit my report for the year ended March 31, 


1985, for submission to the Assembly in accordance with the provisions of 
ection 12(1) of the Audit Act. 


Wf 0: 


D.F. Archer, F:C.A., 


“oronto, November 26, 1985. Provincial Auditor. 
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1 Introduction 
] 
| 


This Report has been prepared pursuant to the Audit Act, which 
2quires the Provincial Auditor’s annual Report to be submitted to the 
peaker of the Assembly. Sections of the Audit Act relevant to the 
*sponsibilities of the Provincial Auditor are set out in Exhibit | of this 
eport. 


2 Timetable for Preparation and Submission of Annual Report 


To comply with the Audit Act, and to follow the required time for 
l€ preparation and printing process, our annual reports cover all audits 
ompleted to the end of each September. This Report, therefore, covers 


dit activity through the twelve month period from October 1984 to 
“ptember 1985. 


| As a result of printing deadlines, it is not possible to include in 
‘ts Report any replies from ministries and agencies of the Crown 
‘ceived subsequent to October 25, 1985. However, all such replies are 
‘twarded by this Office to the Standing Public Accounts Committee of 
2 Legislature after this Report has been tabled. 


A description of the process leading up to the issue of this Report 
‘contained in section 6.5. 


3 Basis of Reporting and Overall Assessment 


SIS OF REPORTING 









The contents of this Report are prescribed by section 12(2) of the 
dit Act (See Exhibit 1 — CONTENT OF ANNUAL REPORT). Its 
{pose is to bring to the attention of the Legislative Assembly those 
‘tters which have been observed and are considered significant. In 
‘Ay respects, therefore, this is a report by exception. 


Reporting in this manner may unduly emphasize deficiencies 
hout giving credit for the many situations where no significant 
‘gularities were observed. Indeed, several audits conducted during the 
t year disclosed no matters of major significance. With certain other 
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Oe a 
audits, although weaknesses and deficiencies were noted, the program 
activities and systems reviewed, when taken as a whole, were found to be 


generally well controlled. 


OVERALL ASSESSMENT 


Overall, we found that the areas audited during the past year were 
administered in a satisfactory manner. However, as in past years, there 1: 
definitely scope for improvement, as evidenced by the audit observations 
contained in this Report. 


We are pleased to report that we received all the information anc 
explanations required in carrying out the work of the Office. | 


1.4 Status of Suggested Corrective Action and Recommendations 
Contained in Previous Annual Reports 


It is our practice to follow up on the status of suggested corrective 
action and recommendations at the time of our next audit of each ministry 
or agency of the Crown. In this connection, the status of suggested 
corrective action and recommendations contained in the body of our 1984 
Report and unresolved matters from previous reports is indicated if 
Exhibit 9 of this Report. 


SUMMARY OF AUDIT OBSERVATIONS 1] 
j 

| 2 

| 


SUMMARY OF AUDIT OBSERVATION S 


1 Introductory Comments 


| The following two sections have been prepared to provide the 
eader with a brief overview of the audit conclusions and observations 
ontained in Chapters 3 and 4 of this Report, together with our views as to 
he most significant sections. For additional information, together with our 
commendations, reference should be made to the relevant detailed 
ections of this Report, which have been identified. 


2 Comments on Ministry Operations 


i 


i 
t 





In many of our audits throughout the year, we undertook to assess 
lanagement’s concern for economy and efficiency in the conduct of their 
perations. We felt that improvements were required in this regard, 
articularly in our audits of the Ministries of the Attorney General, 
‘overnment Services, Natural Resources and the Solicitor General. 
‘ealing with effectiveness, we were concerned with the failure to evaluate 
le results of many of the projects that were financed by the Board of 
idustrial Leadership and Development (BILD). 

Another important component of our activities during the year was 
le audit of two community colleges. One audit was requested by the 
‘anding Public Accounts Committee and disclosed serious inadequacies 
| financial administration. In the other audit, a number of deficiencies in 


ternal control were observed. 


| In recent years the subject of non-compliance with legislative and 
‘ministrative requirements, notably those of the Ontario Manual of 
‘Iministration, has received considerable attention from the members of 
b Legislature. During the 1985 fiscal year we again observed instances 
Mere, in our opinion, non-compliance has occurred. Two of particular 
‘nificance were noted in the Ministry of Agriculture and Food. These and 
lers are identified in sections 3, 7,8, 10, 12 and 13 of Chapter 3. 

A summary of our conclusions and observations regarding the 
ceding and other matters detailed in Chapter 3 is set out as follows: 






idy of Government Management Practices and Accountability 


2) °A steering committee of deputy ministers and an 
implementation team of senior executives are in the 
process of dealing with the Study’s recommendations. 
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Ministry of Agriculture and Food, Purchasing System and Quality and 
Standards Division 


(3.3) ¢Internal controls over purchases were generally 
satisfactory. However, some significant exceptions were 
noted. 


Management controls of the Quality and Standards 
Division required improvement in certain areas. 


Ministry of the Attorney General, County and District Courts Activity 


(3.4) Improvements were required in the scheduling of court 
cases and use of courtrooms. 


Ministry of Citizenship and Culture, Sudbury Science Centre 


(3.5) «Management controls over $12.4 million in grants to the 
Centre should have been stronger. 


Ministry of Colleges and Universities, Algonquin College of Applied Arts 
and Technology 


(3.6) ¢QOur reports to the Standing Public Accounts Committee 
highlighted inadequate internal and management controls. 


Ministry of Colleges and Universities, Inspection Audit of Centennial 
College of Applied Arts and Technology 


(3.7) Internal controls and compliance with policies related to 
furniture and equipment together with the purchase of 
goods and services were inadequate. 


Ministry of Education, Inspection of Private Schools 


(3.8) ¢Controls relating to the inspection of private schools 
required improvement. 


Ministry of Education, Curriculum-Related Matters 


(3.9)on« Procédures“used to ™menitor and@report on sic 
development, implementation and review of curriculum 
guidelines needed significant improvement. 


Ministry of Education, EDP Controls, Data Processing Services Branch 
and School Board Services Unit 


(3.10) *EDP controls were generally adequate. However, two 
significant exceptions were noted. 


Ministry of Energy, Alternative and Renewable Energy Program 


(3.11) * Controls were generally adequate, although we noted two 
instances of questionable expenditure. 
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Ministry of Government Services, Government Accommodation 


(3.12) + Improvements were required with regard to the monitoring 
| of overall utilization of accommodation and compliance 
| with Management Board of Cabinet policies. 


Ministry of Health, Nursing Homes and Homes for Special Care 


3.13) ‘Inspection procedures were found to be generally 


| Satisfactory, although certain matters required 
improvement. 


Ministry of Health, Ontario Government Pharmacy Minicomputer System 


3.14) * Weaknesses were noted in the ongoing administration of a 
contract to install a system. 


Tinistry of Natural Resources,Forest Management Activity 


P- 15) * Generally, there was due regard for efficiency. 


* Controls to ensure due regard for economy were generally 
adequate. However, several areas warranted 
| improvement. 


finistry of Revenue, Retail Sales Tax Branch 


3.16) *Controls over the vendor tax roll and the collection of 
accounts were generally satisfactory. 


¢The audit function has been reasonably successful in 
fostering compliance by those vendors it audits. However, 
some areas of concern were identified. 


*Audit coverage was inadequate to encourage voluntary 
compliance by those vendors not selected for audit. 


linistry of the Solicitor General, Ontario Provincial Police Operations 


(.17) «The Field Operations Division had generally endeavoured 
| to employ resources in the most efficient and effective 
manner. However, some inadequacies were noted. 


*Management controls in the Supply Division were 
generally adequate to ensure due regard for economy. 


Additional economies could have been achieved in several 
areas. 






‘nistry of Transportation and Communications, Highway Maintenance 
1 . 
»erations 


18) *We noted a number of areas where additional cost 
effective initiatives should be undertaken and controls 
strengthened. 
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Ministry of Treasury and Economics, Board of Industrial Leadership and 
Development (BILD) 


(3.19) *Results relating to overall BILD objectives were not 
reported. 


«Some systems of management control relating to | 
individual BILD initiatives in ministries were deficient. | 


2.3 Comments on Crown Agency Operations 


Management’s regard for economy and efficiency was alsc 
reviewed in several of our agency audits. In some areas we felt thai 
attention to these matters was insufficient, most notably in respect oi 
election administration in the Office of the Assembly and _ general 
administration in the IDEA Corporation. Significant deficiencies in 
accounting records or controls were also evident in a number of cases, in 
particular the Liquor Control Board of Ontario and the Ontario Heritage 
Foundation. | 

With reference to our comments in the preceding section on 
non-compliance with legislative and administrative requirements , notable 
instances of non-compliance were observed during our audits of the Liquot 
Control Board of Ontario and Ontario Housing Corporation. 

A summary of our observations regarding the preceding and other 
matters detailed in Chapter 4 1s as follows: | 





Agencies, Sunset Review Process | 


(4.2) *QOver the period of the sunset review process, the number of 
agencies has continued to increase. | 


The Centennial Centre of Science and Technology, Various Matters 


(4.3) We questioned arrangements with two organizations presenting 
programs at the Centre. | 


¢ Advances of $17,000 for a retirement party were not accounted. 
Loe | 


¢ We questioned reciprocal arrangements allowing free admission: 
of Centre staff to other attractions. 


IDEA Corporation, Administrative Expenditures | 
(4.4) +A lack of due regard for economy was noted in the following 
areas: 





—leasing of office space in excess of requirements 


—awarding of high termination benefits to executives 
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—acquisition of excess office equipment 


—lack of competitive bids or tenders for consulting contracts 
involving over $200,000 in payments. 


“iquor Control Board of Ontario, Various Matters 


4.5) © Board procedures and governing legislation were contravened in 
| the importation of draught beer. 


‘Delays in making the Whitby distribution warehouse fully 


operational have resulted in additional costs of over $250,000 per 
month. 


* Records relating to the sale of American beer to certain licensees 
were inadequate. 


fice of the Assembly, Chief Election Office 
4.6) »*We felt there were opportunities for increased economy in the 


| reproduction of electoral lists and the printing and distribution of 
| enumeration cards. 


he Ontario Cancer Institute, Creation of New Charitable Foundation 


1.7) *We questioned the rationale for creating a new charitable 
foundation, the P.M.H. Trust. 


“te Ontario Cancer Treatment and Research Foundation, Sale of 
lvestments and Billing System 


(.8) ¢The sale of $3.3 million of debentures, resulting in a $368,000 


loss, was not supported by evidence of potential overall gain from 
the reinvestment of the proceeds. 


*A computerized Patient Care Management System under 
| development since 1983, to provide better billing systems at the 
clinics , had not been implemented. 


‘ovince of Ontario Council for the Arts, Policies and Procedures 


. . 
“9) © We noted extensive reimbursement of admission tickets to events 
| attended by Council members and staff. 


* There were no guidelines and procedures established for the 
Selection, monitoring and performance assessments of 
consultants. 






2 Ontario Heritage Foundation, Accounting Records and Controls 
. 


10) * Weaknesses in the Foundation’s accounting records and 
procedures as well as controls over articles of a cultural nature, 
which were reported on in 1984, had not been fully addressed at 
the completion of our 1985 audit. 
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Ontario Housing Corporation, Security Services 

(4.11) *A company was paid over $7.5 million during an 82 year period 
without the benefit of competitive selection procedures or a 
written contract. | 


e Another company was retained under four consecutive five- -year 
contracts, none of which was publicly tendered. : 


Ontario Lottery Corporation, Appointment of Distributors and 
Management Compensation 


(4.12) * Applications on file were reviewed but no advertising was done 
for a distributorship opening awarded to an employee. 


¢ Management compensation increases exceeded the government. 
restraint guidelines of 5 per cent. | 


Ontario Place Corporation, Free Passes and Parking Revenue | 


(4.13) * Free passes issued by the Corporation admitted approximately, 
33,000 people to Ontario Place during the 1984 season. | 


¢ Internal controls required improvement relating to the accountilia] 
for free passes and the collection of parking fee revenue. 


Pension Commission of Ontario, Monitoring of Statutory Reports 


(4.14) Our 1984 audit revealed inadequate monitoring procedures: 
regarding the filing of statutory annual information returns and 
triennial actuarial reports. | 


¢ A $1.8 million claim paid from the Pension Benefits Guarantee 
Fund could have been reduced if earlier monitoring and corrective | 


action had been taken by the Commission. 


¢ Improvements in monitoring procedures were noted at the time of 
our 1985 audit. 
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COMMENTS ON MINISTRY OPERATIONS 





5.1 Introductory Comments 

Most of the comments contained in this segment of the Report 
yertain to audit observations and recommendations resulting from ongoing 
ninistry audits and special reviews. The audits on which the comments are 
vased were completed since the date of our last Report and are listed in 
ixhibit 6. 





.2 Study of Government Management Practices and 
Accountability 


In section 3.3 of our 1984 report we indicated that a committee of 
2nior deputy ministers had selected two consulting firms to jointly carry 
ut a major study of management practices and accountability. The study 
‘as to recommend improvements in three major areas, namely: 


*the government’s accountability structure; 


| *management policies and practices , including administrative rules 
(the Manual of Administration); 


*the working climate and the development of senior personnel. 
| The study was confined to the ministry and central agency 
oerations of the government and did not include Crown agencies, boards, 


ommissions or transfer payment recipients. 


| A steering committee, comprised of representatives from both the 
fivate and public sectors, was established to oversee the progress of the 
sudy and to work with the consultants in reviewing issues and proposals. 


NTURE OF REVIEW AND REPORTING PROCESSES 


| The procedures used by the consultants in conducting their study 
fovided the opportunity for broad input and extensive reaction by other 
Fities and included: 


| ¢interviews or discussions with: 
' 
. | 


—a number of ministers, all deputy ministers and numerous 
senior civil servants; 


—the Provincial Auditor, Assistant Provincial Auditor and 
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representatives from the opposition parties and the Standin 
Public Accounts Committee; 


ereviews of pertinent written material, including descriptions ¢ 
present practices and other internal governmental documents; 


*examining the application of government-wide processes in fot 
representative ministries; 


¢ gathering information on current structures, practices, issues an 
plans from other Canadian provinces, our federal government an 
three foreign countries; 


einterviews with senior executives of 28 major Canadian privat 
sector organizations regarding their managerial practices, issues 
trends and innovations; 


*providing the Steering Committee with documents on interir 
findings and the results of the consultants’ reviews an 
discussions; 


¢ meetings with the Steering Committee and other groups to discus: 
the study’s findings, issues, conclusions, options ani 
recommendations. | 


On January 22, 1985 ‘‘A Study of Management and Accountabilit! 
in the Government of Ontario’ (the Study) was presented to the Chairmai 
of the Management Board of Cabinet and the Treasurer. 

OVERALL CONCLUSIONS 

The consultants summarized the results of their study as follows: 

¢A reasonable accountability structure is in place but could b. 
strengthened, primarily by clarifying and enhancing the deput}. 
ministers’ links with their ministers , the Premier and Managemen 
Board. 


°The administrative rules in the government’s Manual 0 
Administration generally are sound and well accepted. However 
changes could be made: 


—to improve the content and format of the rules; 

—to strengthen commitment to compliance; 

—to keep the rules current with emerging needs; and | 
—to ensure that the rules do not inhibit efficiency or creativity. 


*The working climate and the attitudes of senior civil servants 
broadly indicate a healthy management organization dedicated tc 
the accomplishment of tasks. However, changes are needed tc 
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' instill the value of working consistently within the established 
rules. 


3TATUS OF RECOMMENDATIONS 


| The major recommendations arising from the study provide a 
neans of: 


* defining and enhancing authority and accountability relationships 
in the senior levels of government: 


* increasing the effectiveness of the Manual of Administration as an 
instrument of policy; 


‘improving the working climate and ensuring that innovation and 
achievement of goals within the rules are pervasive values in the 
civil service. 


A steering committee of deputy ministers and an implementation 
am of senior executives were formed to examine the Study and to assist 
1 dealing with the recommendations. Much of the effort to date has been 
oncentrated on the latter two of the aforementioned areas. The status of 
ertain recommendations with which the Management Board Secretariat 
ad the Civil Service Commission are directly or indirectly involved is as 
sows. 


he Accountability Structure 


Action had been taken to address some of. the Study’s 
commendations relating to the accountability relationships among the 
snior levels of government. The Deputy Minister’s Annual Report to 
lanagement Board (previously the ‘‘Deputy Minister’s 100 Minutes’, 
QW revised to encompass additional areas of ministry activity) is to 
iclude information on areas such as human resource management, 
rogram Management, productivity improvement, management 
iformation systems and internal audit. It is intended that, as part of 
lanagement Board’s Annual Review of. the Deputy Ministers , the 
«pectations and major areas of direction for the next review period will be 
ommunicated to the deputy ministers. 


The revisions to the Manual of Administration are intended to 
‘carly assign the accountability for administrative decisions to the deputy 
linisters . 


he Manual of Administration 


| As at the end of our reporting year (September 30, 1985) 
Sbstantial progress had been made in addressing the Study’s 
‘commendations relating to the Manual of Administration. 


| A framework for a revised Manual had been developed embodying 
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the corporate values and philosophies of management within the Ontario 
public service as well as simplifying and clarifying the content of the 
Manual. 

The implementation team, overseeing both the revision of the 
Manual’s directives and the overall development of the revised Manual.) 
will also guide the development of the necessary educational and’ 
communicative programs. 


Changes to some administrative directives, such as management 
consulting services and advertising, had been completed, with other, 
changes scheduled for completion within the next few months. It is 


intended that the Manual, along with a number of revised directives, will 
be completed by the end of the 1986 fiscal year. | 


The Working Climate and the Development of Senior Personnel 


The Study’s recommendations in this area were mainly addressed 
by the Civil Service Commission. The Commission’s involvement in 
communicating and reinforcing accepted government-wide values in the 
working climate included ensuring that a clear set of values, especially, 
those values related to human resources, formed part of the revised Manual 
of Administration. Also the human resource management component of | 
the Corporate Management Development Program had been increased.’ 
This component is also being highlighted in executive education 
programs. | 


The Study recommended that the design and evaluation of the. 
government-wide training program should be assigned to a central training. 
committee. A committee of senior executives has been established to, 
review all management/executive education programs regarding such’ 
aspects as corporate values, program objectives and content, location and: 


| 


teaching methods. | 


The Study also recommended that government-wide training be 
better utilized to reinforce desired corporate values in the working climate | 
and to build working relationships that would improve executive 
effectiveness. Executive training, primarily residential in nature, will 
provide executives with the opportunity for exchanging ideas and gaining 
insights into the responsibilities of their peer groups. This situation will 
further the use of informal networks essential to the development of the 
senior executive. Some executive education programs, such as the | 
Corporate Perspective Program and the Corporate Orientation Program, 
have been implemented while others are under review or are being! 
planned. | 


The government-wide commitment to executive planning and 
development was also mentioned in the Study. The Study recommended 
: 


| 


) 
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iat the commitment be intensfied, with the deputy ministers having the 
jimary role. Various human resource Management policies and 


’ 


yocedures are being developed in the ministries. 
| : ° . . ° 
The Senior Appointments Advisory Committee is currently 


omprised of several deputy ministers and is co-chaired by the Secretary of 
e Cabinet and the Chairman of the Civil Service Commission. The Study 
commended that the Committee provide government-wide leadership to 
te career management of present and potential executives. The Committee 
i currently reviewing its role and policies to ensure that a high quality 


smor management pool is developed for making appointments to senior 
psitions in the public service. 


Acting in a service and advisory role, the Civil Service 
Ommission is continuing to refine the quality of the management 
ventory that will assist the deputy ministers in filling senior positions. 










th standard of implementation; and requiring that a report on the 


formance appraisal system be included as part of the annual report by 
| deputy ministers. 


The development of programs to deal with performance problems is 
rently under review by the Civil Service Commission. 


’ Questionable Tendering Practices and Other Matters re 


Quality and Standards Division, Ministry of Agriculture and 
Food 


Our audit of the Ministry examined the Purchasing/Accounts 


zable System and the Quality and Standards Division, and included 
2ssments of: 


| 
| 


(a) the adequacy of internal controls, including compliance with 
established policies and procedures (Purchasing/Accounts 
Payable System); and 


(b) the adequacy of management controls designed to ensure due 
regard to economy, efficiency and effectiveness (Quality and 
Standards Division). 


We concluded that internal controls, compliance with legislation, and 
agement controls were generally satisfactory. However, we noted that the 
wing matters were in need of attention: 


(a) * Contracts with a management consultant were fragmented to 
circumvent tendering requirements. 
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¢A contract for a $1.2 million computerized system was not 
tendered, nor was Management Board approval obtained. 


° Taxable benefits relating to employee use of Ministry vehicles 
were not included on employee T4’s. 


(b) *Two levels of government were performing the same 
sanitation inspection of livestock processor facilities. 


¢ More thorough testing and monitoring could have alleviated 
problems encountered at the new Central Milk Testing | 
Laboratory. 


° Milk plant audit procedures were inadequate. 
DETAILED COMMENTARY 
Purchasing/Accounts Payable System 
1) Questionable Management Consulting Arrangements 


From 1982 to 1984 the Ministry hired a management consulting 
firm to undertake nine studies on several aspects of the stock yarc 
facilities, the red meat industry (cattle, hogs, sheep), as well as the grains 
and oilseeds industry. The Ministry hired this firm as it felt it was the only 
firm qualified. The work was undertaken by one individual, the President 
who was paid a $250 per diem totalling approximately $125,000 over é 
two year period. ! 





The Ontario Manual of Administration policy relating tc 
management consulting services requires the following: | 


¢The Ministry must initially prepare a documented feasibility study 
to ensure that projects are specific and clearly defined. 


¢ Projects must be tendered when estimated total costs are ove! 
$15,000, with all exceptions requiring Management Boar¢ 
approval. | 
Management Board approval is required when estimated i 
costs of the project are over $100,000. 


During our review of these management consulting services le 
noted: | 





* No evidence of a documented feasibility study justifying the nec 
to hire a consultant. | 


*In April 1982 the consultant informed the Ministry that he had | 
been involved in many aspects of the agricultural business for the | 
Ministry since January 1982 under loose guidelines and requested 


that he be RE ss with ‘‘some laid down guidelines and a formal | 
contract’’ 





COMMENTS ON MINISTRY OPERATIONS 23 


In May 1982 the Ministry prepared a draft contract to cover the 
period January to June for approximately $30,000. Subsequently , 
however, this contract was broken into two Separate contracts: the 
first, covering January to March 1982, totalled $ 14,500; the 
second, covering April to June 1982, totalled $13,750. 


| By breaking up the original draft contract into two separate contracts for 
less than $15,000 each, the Ministry was able to circumvent the Manual 
requirements that tendering be performed for services over $15,000. 
Furthermore, including these 2 contracts, there were a total of 
nine contracts running continuously from January, 1982 to 
February, 1984 totalling approximately $125,000. Each contract 
was for between $13,500 and $14,700 except for one which 
approximated $11,000. 


| * Management Board approval was not obtained despite the fact that the 
total cost of the nine consecutive contracts was in excess of $100,000. 


| *In total, aside from some correspondence between the firm and 
| the Ministry, there were only three formal reports prepared by the 
consulting firm for the nine studies undertaken and only one of 
| these reports included any recommendations. 

We were informed that in June 1985 the Ministry’s Senior 
fanagement Committee approved a guide to assist managers in achieving 
lore consistent compliance with government and Ministry policies and 
rocedures regarding the purchase and management of consulting 
orvices. 


) Management Information System — Non-Compliance with Manual of 
_ Administration 


In 1982, the Ministry introduced a computerized system in order to 
laprove resource planning, management, and monitoring within the 
linistry. This system, known as the Integrated Planning and Control 
ystem (IPACS), is a data base management system integrating human and 
nancial resources and performance evaluation information. 


| The Ministry has used IPACS for a number of purposes including 
roduction of cash flow forecasts, variance reporting (comparing actual to 
lidget) and retrieval and analysis of financial and human _ resource 
iformation. 


Between September, 1982 and May, 1985 the Ministry entered into 
umber of agreements with a company for data processing and system 
‘velopment services related to IPACS. During this period the Ministry 
‘id this company approximately $780,000 for processing costs and 
proximately $480,000 for development costs. 


We reviewed the decision to implement IPACS and to engage this 


| 
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ee EE LLL. 
company and noted the following instances of non-compliance with the 
Manual of Administration: | 


*No documented feasibility study assessing the need for the 
system, including an analysis of the benefits and development anc 
operating costs, was carried out. | 


° No tenders were issued for any of this work, nor was Management Boare 
approval obtained prior to awarding the contract, as required for all dat: 
processing service and system development costs in excess of $100,00 
each. 


More recently, the Ministry found that its financial and humai 
resources information needs were shifting and it wished to review thi 
overall cost and effectiveness of IPACS. As a result, a task force wa’ 
formed on June 1, 1985 to determine the Ministry’s financial and humar 
resource information needs. Based on the findings of the task force, th 
Ministry anticipated reporting back to Management Board within three ti 
six months as to whether it will carry on with IPACS, keep some element 
of IPACS or drop the IPACS system. | 


On May 28, 1985 Management Board approved the Ministry’ 
request to continue its contract with the company responsible for th 
processing of IPACS for one year commencing June 1, 1985, at a value no 
to exceed $150,000, without tender, in order to Bien the Ministr 
sufficient time to implement the variety of alternatives mentioned above. | 

i 
3) Failure to Include Motor Vehicle Taxable Benefits on 
Employee T4’s | 


The Ministry owns 425 automobiles of which approximately 30 
are assigned to employees for daily use in performing Ministry business 
The remaining 125 vehicles are pooled vehicles which are shared by | 
group of drivers usually at a district office or agricultural college. : 


In accordance with the Ontario Manual of Administration, the 301 
employees who have been assigned vehicles are allowed to use thes. 
vehicles to drive to and from home and their work headquarters. This 1 
considered a taxable benefit under the Income Tax Act. 


In 1980, the Ministry requested an interpretation from Revenw 
Canada on this issue. Revenue Canada informed the Ministry that thos: 
employees who are allowed to drive the vehicle between home and thei. 


regular work place would be in receipt of a taxable benefit. | 


| 

While the Ontario Manual of Administration does not address th’ 

issue, the Ministry’s Administrative Policy Manual acknowledges the 
such use is a taxable benefit and requires all drivers of Ministry vehicles te 
complete a vehicle log daily. The Manual further states that By 


( 
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aformation reported on logs will be utilized for calculating the taxable 
enefits on employees’ T4’s. 


| However, during our review we noted that the Ministry did not include a 
ixable benefit on these employees’ T4’s for the calendar years 1982-84. Based on a 


ample of the logs prepared by the drivers of Ministry vehicles, we 
erformed a rough calculation for these calendar years and estimated that 
pproximately $900,000 of taxable benefits had been excluded from the employee 
4’s. 
' 

We were advised by Ministry employees who had a Ministry 
zhicle that they leave it up to the Ministry to include the appropriate 
ixable benefit, if any, on their T4’s. 


uality and Standards Division 


The Quality and Standards Division is comprised of three operating 
tanches with total expenditures for the 1985 fiscal year of $14.4 million. 
ne Division’s prime function is to conduct inspections of dairy, livestock, 
ad fruit and vegetable products. Such inspections must be carried out to 
cisure compliance with the various Acts and Regulations governing these 


fod products. 
| Duplication of Effort — Livestock Inspection Branch 


Approximately 290 provincially licensed slaughterhouses are 
ispected by the Livestock Inspection Branch and an inspector must be 
p2sent continually when a slaughterhouse is in operation. In conjunction 
Vth inspection of the animals, the Branch also carries out a formal 
Priodic inspection to ensure the processing facilities in Ontario inspected 
Pints meet provincial sanitary requirements. 


| We noted that since June 1984 health inspectors from municipalities have 
irpected these same premises up to six times per year under the Ministry of Health’s 
nv Food Premises Regulation. In addition to duplication of effort, we were advised 


kt field staff had received complaints from plant operators who questioned the 


hiessity of two types of government inspectors performing essentially the same 
lies. 


We were informed that a joint committee was established several 
vars ago between the two ministries to develop province-wide guidelines 
ining mutual responsibilities. On May 30, 1985 a memorandum from 
h Ministry of Health Suggested that the scheduling and scope of plant 


Mection visits would be arranged in cooperation with the meat inspection 


tif. 


| 
)Problems at the New Milk Testing Laboratory — Dairy Inspection 
Branch 


| In March 1985 a new highly mechanized Central Milk Testing 
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Laboratory (CMTL) was opened replacing the existing facility. IT 
Laboratory’s primary function is the testing of milk samples fe 
composition and quality. The milk from each dairy farm is tested weekly 
determine the content of milk fat, lactose and protein. The price paid to th 
farmer is largely determined by the milk fat content. Monthly tests for mil 
quality are conducted to ensure that producers’ milk does not conta) 
excessive bacteria, antibiotics or added water. 


As part of the planning process for the new laboratory , the Minist 
engaged a consultant in 1981 to assist in determining the required te 
checks on the new equipment to ensure it was operating accurately. 


The operation of CMTL is directed by a policy committe 
comprised of representatives from the Ontario Milk Marketing Board, tl 
Ontario Dairy Council and the Ministry. The final test check procedun 
were approved by this committee. 


We noted the following problems encountered by the Minist 
when the new facility began operating in March 1985: 


° More than 1,000 complaints were received from farmers relating to tl 
results generated from the composition tests. These test results show 
significantly lower milk fat content than prior to the conversion, resulti 
in potential lower payments to the farmers of approximately $3.7 millio 
We were advised that the problems were caused by the ne 
equipment. Although the new equipment was tested, not all te 
check procedures originally recommended by the consultant we 
carried out. 


Subsequent to the completion of our audit field work, we we. 
informed that payments to the farmers are to be adjusted. 


¢ During the first three months of operation, bacteria and relate 
test results were not reported for approximately 4,100, or 13 p 
cent, of the 32,000 milk samples collected from March to Mé 
1985. The staff were unable to pinpoint the cause, although the 
believed insufficient computer storage capacity could have bee 
the reason for the missing results. We understood the comput 
system was not thoroughly tested before being put in operation. 


¢ Although not required by regulation, tests were also conducted | 
ensure the producer had not added water to the milk. Howeve 
the computer equipment and program linking the added wat 
testing equipment were not ready for implementation. As a resul 
tests had to be performed manually. Although in the past adde 
water had been found on the average of 8 times per month, 
were advised that since the facility opened the manual tests he 
found no instances of added water. 
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| While we acknowledged that there were time pressures in setting up the new 


iystem, we felt that a more thorough monitoring of the conversion process could 
lave alleviated some of the problems encountered. 


) Milk Plant Audit Procedures Required Improvement 


Processing plants are audited monthly to assure producers they are 
raid according to the products manufactured from the milk they produce. 


Payment for milk to the Ontario Milk Marketing Board (OMMB) 
nd ultimately to the farmers by the processors is based partially on plant 
eclarations as to the milk’s end use, e.g. cheese, ice cream, fluid milk, 
tc. The primary purpose of the plant audit program is to assure the 
)MMB and the farmers of the accuracy of the processors’ declarations. If : 
s a result of the audit, the declaration and related price is found to be 


accurate , then the auditor processes the necessary adjustment through the 
MMB. 


: During our audit we observed that plant auditors’ working papers 


Ipporting audit work done were not being reviewed by the Plant Audit 
upervisor. Our review of a sample of files maintained by the auditors 
nowed that the amount and quality of documentation varied greatly from 
ae auditor to another. In all cases, these working papers did not specify 
le audit procedures being carried out nor did they indicate the extent of 
adit testing performed. We further noted that: 


* Acceptable standards of yield, which can be reasonably expected 
from specific usages of milk (e.g. number of kilograms of butter 
or cheese produced from a hectoliter of milk), were not being 
used. Since plants pay according to the volume of milk utilized, 


such standards would be a useful predictive audit tool for the 
auditors. 


| * Plant auditors essentially just compared the reported declaration of milk 
| usage to records provided by the company to support their declaration. 
| There was minimal substantiation of the validity of the processors’ claims 
| 
| 





through independent checks to customer invoices or shipping documents. 


Adjustments generally arise only from differences between 
‘imated figures as initially declared by the company and the final 
‘Mmpany figures rather than from differences arising as a result of audit 
(ting. In our opinion, any deliberate attempt to falsify records or an inadvertent 


‘or on the part of the plant would not likely be detected by the ‘audit’ procedures 
lace. 


We also noted that while most of the ten Ministry plant auditors had 
iry business experience, only one had received any formal training in 
‘ounting and auditing. 


{ 
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We felt that management should have been more involved 1 
monitoring this program to ensure that the performance and quality of th 
plant auditors’ work was satisfactory and that the required audit work wa 
being properly completed and documented. This was particularl 
important in light of the fact that the Branch confirms in writing to th 
auditors of the Ontario Milk Marketing Board that all milk utilizatio 
audits have been satisfactorily completed and that there are no materié 
outstanding adjustments. 


We therefore recommended that the Branch consult with th 
Ministry’s Audit Services Branch as we felt they could provide practica 
and constructive guidance in defining audit procedures and assisting in th 
training of auditors. 


The Deputy Ministry replied to the foregoing observations 01 
October 25, 1985 and commented as follows: 


Purchasing /Accounts Payable System 
Questionable Management Consulting Arrangements 


“The Ministry has significantly increased the controls 
regarding the purchase and management of consulting 
services. In addition to the dissemination of the Manager's 
guide to the purchase and management of consulting 
services, the Ministry's internal policy has been 
strengthened to include pre-auditing of all consulting 
contracts .”’ 


Management Information System — Non-Compliance with Manua 
of Administration 


“The Ministry has now established a Management Systems 
Branch and will ensure that all systems policies will be 
adhered to.”’ 


Failure to Include Motor Vehicle Taxable Benefits on Employee 
T4’s 

‘Prior to 1980, the Ministry included a taxable benefit on 

the employee’s T4. In 1980, resulting from a federal tax 
case on employee benefits arising from having a company 

car available, the Ministry sought a ruling from Revenue 
Canada. 


‘Revenue Canada stated that resulting from the tax case, 
our employees were no longer taxable under the ‘standby’ 
clause but may still be taxable under the ‘operating costs’ 
clause. As the Ministry does not capture costs related to 
operating individual vehicles, management decided to 
cease including a taxable benefit on employees’ T4’s. 
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“This practice is consistent with all other provincial 
ministries. 


“The Provincial Auditor, resulting from this audit, has 
since advised the Ministry that the ‘Standby’ clause was 
deleted in late 1982 and that the Ministry should have been 
charging a taxable benefit to those employees who are 
assigned a Ministry vehicle. 


— ———— 


“The Ministry will review its current policy and procedures 
as well as seek clarification and assistance from the central 
agencies of government in addressing the auditor’s 
concern.’’ 


Juality and Standards Division 
Duplication of Effort — Livestock Inspection Branch 


‘Reference in the report is made to the Ministry of Health 
scheduling plant inspection visits in co-operation with meat 
inspection staff. The action taken through the Ministry of 

| Health — Ministry of Agriculture and Food Liaison 
Committee will ensure that unnecessary duplicate 
inspections will not be made.’’ 


Problems at the New Milk Testing Laboratory (CMTL) — Dairy 
Inspection Branch 


To fully understand the problems identified in this section, 

one should be aware of the fact that the Province of Ontario 

in the late 1960s pioneered the concept of centralized 

electronic testing of milk for payment purposes. This was 

not completed without problems, especially those 
| associated with the implementation of a new concept that 
| had never been tried anywhere else in the world. Over the 

ensuing years five major changes in the laboratory’s 
| operation had to be made to improve its accuracy and 
| accommodate industry change. 


“The decision in the early 1960s to abandon the old 
laboratory and embark on a new venture was prompted by 
obsolescence of equipment, high operating costs and an 
obsolete building. 


“During the late 1970s and early 1980s government and 
industry personnel visited laboratories throughout North 
America and the European Continent. Again as in the 1 960s 
no laboratory prototype could be found that met Ontario's 
requirements, thus a Joint industry-government committee 


29 
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evaluated new equipment and conducted numerous 
research projects in preparation for building and equipping 
a new facility. 


“By 1983 laboratory instrumentation had advanced to a 
point where it was now possible to abandon the costly 
program performed in the Public Health laboratories and 
combine these tests with payment testing utilizing bar code 
readers, micro-computers, as well as the latest in electronic 
analyzers. Again, all in-lab procedures had to be designed 
by the Ministry since they could not be purchased on the 
open market. 


‘Opening the new facility was delayed from October 1984 
to March 1, 1985 because of delays in delivery of computer 
hardware and software programs. Once the producer 
payment tests for March had been completed, it was evident 
that the tests were biased slightly downward. This bias 
downward continued through April and May since the cause 
of the bias could not be determined. 


‘In defence of the Laboratory, it should be pointed out that 
it is the only laboratory of its type in the world that monitors 
its accuracy and reports these findings to the end users, 
namely the Ontario Milk Marketing Board (O.M.M.B.) and 
the Ontario Dairy Council (O.D.C.). The slight downward 
bias coupled with the normal decline in butterfat tests that 
always occur in March, April and May resulted in 1/10th of 
the producers filing written complaints with the Branch. 


‘“‘By June the accuracy of the testing had been restored to 
the accepted level, thus the Director adjusted the tests of 
every producer upwards in accordance with the error found 
in each month’s results and forwarded it to the O.M.M.B. 
who paid each producer for this increased value in August 
and in turn invoiced the plants who had received the milk. 


“To prevent this occurrence in the future, the CMTL 
Technical Committee and the CMTL Policy Committee 
which are joint industry-government committees are 
developing a procedure to resolve disputes where 
laboratory accuracies fall outside the prescribed levels. 


‘‘When quality tests were performed in the Public Health 
laboratories, missing tests were an ongoing problem, thus it 
was not unexpected when this problem carried over to the 
new C.M.T.L. Since accuracy of testing. was the primary 
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concern in the conversion to the new facility, missing tests 
did not receive the priority that was raised by the Provincial 
Auditors. Since that time the number of missing tests has 
fallen substantially each month. Because of producers 
leaving and entering the industry, there will always be a 
small number of missing tests each month. F urthermore, no 
producer ever experiences a penalty as a result of a missing 
test. 


‘Because of a totally new concept of reporting freezing 
points of milk (added water) had to be devised and the 
regulations under the Milk Act do not prescribe the 
frequency of testing, the Dairy Inspection Branch delayed 
the implementation of this new program. Delaying the 
opening of the new C.M.T.L. until the added water 
program was fully operational could not be Justified 
economically. 


“The reasons why parallel operations at the old and new 
lab were not considered were: 


1. The old laboratory was exceeding the upper and lower 
limits of acceptable accuracy thus could not provide 
data upon which to evaluate the new operation, 


2. The O.M.M.B. and the O.D.C. who pay 2/3rds of the 
lab’ s operating costs were not prepared to pay this dual 
Coste” 


Milk Plant Audit Procedures Required Improvements 


‘Your comments on this matter are appreciated. Existing 
procedures as set out in the Milk Utilization Audit Manual 
are being reviewed by the Director, (DIB), the Plant 
Section Program Manager and the Plan Audit Supervisor. 


“To a large degree the deficiencies set out in the report can 
be attributed to staff vacancies (40% staff turnover in 
1984-85) and the limited time the present supervisor has 
been in his position. Since assuming the position the 
supervisor has been addressing many of the concerns 
alluded to in the report and implementing changes on a 
gradual basis, including an ongoing organized training 
program. It is not necessarily agreed that the qualifications 


of the audit personnel are inadequate, however, a thorough — 


assessment of educational and experience requirements will 
be made.’ 


3] 
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3.4 Improvements Required over Management and Financial 
Controls, County and District Courts Activity, Ministry of thi 


Attorney General 


In a recent audit of the Ministry, we assessed the adequacyil ( 
management controls with respect to the County and District Cour 
Activity of the Courts’ Administration Program. We concluded th: 
improvements were required. Specifically: 


° Better scheduling of court cases and use of courtrooms was 
necessary in view of a significant backlog of cases. 


eWe saw no evidence that a decision to build six additional 
courtrooms adequately considered the utilization of existing 
courtroom facilities. 


During our audit we also observed that: 


° Procedures to collect fines of approximately $69 million should be 
improved. | 


¢ Payments have been made for a number of years to an individual 
retained by the Ministry in the capacity of executioner despite the | 
abolishment of capital punishment. | 


° Excessive costs were incurred for transcripts of a Royal : 
Commission’s hearings. : 


DETAILED COMMENTARY 
County and District Courts Activity 


This activity is responsible for processing legal matters an 
ensuring the quality and effectiveness of court reporting services for a 
levels of courts throughout the Province. | 


| 
( 
| 
| 
| 


There is a district court for each of the 49 districts of the Provinc 
and they are served by approximately 145 judges. In the 1984 fiscal yeai 
over 8,000 civil actions were set down for trial and over 5,000 crimini 
cases settled by district court judges. Salaries and benefits for staf. 
numbering approximately 700, account for over 70 per cent of th 
Activity’s total expenditures of $42.1 million in the 1985 fiscal year. 


Courtroom Scheduling and Use 


The Information and Computer Systems Branch of the Ministt 
produces a quarterly court statistical report containing general data on th 
activities of various courts and sheriffs’ offices. | 





According to the court statistical report as at September 30, 198« 
the case backlogs for the district courts were as follows: 
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Criminal Civil Backlog 

| Cases Cases Total 
York 2137 De2Zi 4.364 

Other Soil _ 4,366 8,277 

| Total 6,048 6 593 12,641 


In 1984 the Ministry, in conjunction with the Judiciary, engaged 
le services of a consultant in an attempt to improve criminal case 
tocessing at York. The consultant Suggested that the court consider 
icreasing the number of judges sitting on trial calendars in the summer 
ionths. The report indicated that the loss of judges’ courtroom time during 
‘ese months, coupled with periodic loss due to vacations throughout the 
var, deprived the system of much needed manpower. 


In addition, the report was concerned with the monitoring and 
ontrol of the case scheduling system, which was necessary to maximize 
le of available judges and courtrooms. In interviews carried out at York 
t’ the consultant, both judges and attorneys reaffirmed the need for 
(rtainty in the scheduling System, namely, that a case would not be 
cferred because no courtroom was available. 


| Our review of the Ministry’s 1984 daily courtroom utilization records fora 
sinple of six court locations, including York, with significant case backlog, revealed 
tlit: 


—Court utilization in all locations declined dramatically during July and 
August. For example, use of courtrooms outside of York during the 
summer months averaged 29 per cent and York averaged 35 per cent. 


—For the six month period April to November 1984 (not including July and 
August) there were 4,000 courtroom days available in the five locations 
excluding York. Of these, over 700 full days were not utilized, while in 
approximately 1,850 days, courtrooms were used for half a day or less. 
For the same period, based on approximately 3,000 available days, the 

| comparative figures at York were over 400 full days not utilized and over 

1,000 days where the courtrooms were used for half a day or less. 





In the fall of 1982, the Judiciary made a special effort, dubbed ; ‘the 
lz’, to reduce a backlog of criminal cases at York by better utilizing 
“rtroom facilities. This resulted in 67 per cent more indictments 
loosed of than in the same period a year earlier. 






Better court utilization is seen as an increasingly important issue 
ause: 


—the new constitution provides for a right to trial within a 
reasonable time; 
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—charges have been dismissed in the past because of und 
delay; 


—the trend in recent years has been towards longer trials whi 
employ the Judiciary, court staff and facilities for lengt 
periods. 


We understood that, as an initial step, the Ministry was developi 
a feasibility study for a computerized case management system 
cooperation with the Judiciary for the Supreme and District Courts 
York. 


Additional Courtroom Facilities 


In June 1983 the Ministry applied to Management Board of Cabir 
for approval to proceed with the design and construction of six additio1 
criminal courtrooms for the Supreme and District Courts in Metropolit 
Toronto (York District). 


The initial request for $8 million was approved by the Board 
June 1984. This amount was revised to $8.7 million and approved 
March 1985. While we understood that the hiring of contractors was neal 
completed, the only costs incurred at the time of our audit consisted 
architectural and engineering fees amounting to approximately $400 ,00I 


The application and presentation to Management Board in June 1983 mé 
mention of requiring additional courtrooms to reduce the heavy backlog in cas 
However, there was no evidence of any information having been provided on currt 
courtroom utilization, or the possibility of year round utilization of existi 
courtrooms as another method for reducing the backlog in cases. 


In view of our previously noted concerns regarding courtroom us 
it was not clear whether the decision to build new courtrooms was the or 
practical solution available to rectify the substantial backlog of cases. 


General Matters 
Accounts Receivable 


The Ministry’s accounts receivable pertaining to provincial fines a 
penalties as at March 31, 1985 amounted to almost $69 million, and included t 
following: 


—Approximately $41 million related to fines levied under the Highw 
Traffic Act. Courses of action available to the Ministry, WI 
respect to fines not paid within a specified period of time, aret 
suspension of licences or the issuance of a warrant of commit 
(arrest). As at March 31, 1985 unpaid fines relating to licen¢ 
suspended totalled approximately $13 million. The informati 
on such licence suspensions is maintained by the Ministry and 
the Ministry of Transportation and Communications. 
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{ —Approximately $28 million related to other fines under provincial 
statutes or the Criminal Code (Canada). Warrants of committal are 


| normally issued when the period given to pay the fine has 
expired. 


In our review of the collection of receivables we noted that: 


—Licence suspension fines had not been actively pursued for collection. 

| For example, if the offender continues to operate a vehicle 

without a licence, collection is only effected if/when the 
suspended person is stopped by the police for another offence. 


—By statute, only the police have the power to enforce these 
| warrants of committal. For offences where the offender lives in 
| an urban centre, e.g. Toronto, the responsibility lies with the 


Metropolitan Police, who, we were informed, do not serve these 
watrants. 


| In view of the magnitude of the outstanding receivables, we 
commended that the Ministry improve its collection procedures. The 
imistry management advised us that there were a number of problems 
sociated with achieving improved collections, one of which relates to 
taining the cooperation of various groups, e.g. Metropolitan Police and 


‘inistry of Transportation and Communications (MTC). 
| Management also advised that some steps under consideration 
bluded: 

| amendments to the Highway Traffic Act to enable MTC to deny 


licence plates to people whose licences are under suspension for 
non payment of fines; 


—encouraging Metropolitan Police to serve warrants as was done 
with some success on an experimental basis in January 1985. 





Jecutioner Fees 


| In November 1970 the Ministry retained an individual for a fee of 
0 per month as provincial executioner at York County Court. Capital 
Uishment was abolished in July 1976. 


Between 1976 and 1984, the Ministry continued to pay $200 per month for 
services of the provincial executioner with total cost amounting to $20,000. We 
e advised that as a result of our audit, these monthly payments had been 
isontinued effective January 1985. 


if 
'nscript Expenses 


The Grange Royal Commission paid over $120,000 to a private 
for a total of 15 copies of the transcripts of hearings Surrounding the 
hs at the Hospital for Sick Children. The Ministry determined that it 





t 





| 
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needed two copies for its own use and, as a result, negotiated with the fir 
to obtain these copies at a cost of $60,000. We felt that in this instance di 
regard for economy was not observed in obtaining the required number - 
transcripts. 


On October 25, 1985 the Ministry replied as follows: 


Courtroom Scheduling and Use 


‘“‘The Ministry agrees with the Provincial Auditor that a 
reduction of the case backlog in all courts is an important 


matter. 


“The Attorney General has publicly stated his concern 
about the reduced number of judges available to conduct 
trials during the summer months. However, the resolution 

of this matter is not simple. Several years ago, the Supreme | 
Court judiciary were available for trials during two | 
summers; yet, because of the difficulty of getting all | 
witnesses, litigants and counsel involved in a case to attend | 
during the summer months, the number of cases scheduled | 
was only slightly higher than the number currently heard. 
However, the possibility of expanding the number of judges | 
conducting trials during the summer months, as | 
recommended in the Solomon report, is a subject of ongoing 
dialogue between the Ministry and the judiciary. 


‘Full courtroom utilization is influenced by a variety of 
factors beyond the Ministry’s control. Frequently as the 
date of trial nears, the parties decide to settle their civil 
cases or plead guilty in criminal matters. Such sudden 
decisions do not allow the trial coordinators enough time to | 
re-schedule other cases. Thus, if a reasonable number of | 
cases is Scheduled for a courtroom and the parties settle or 
plead guilty, empty courtrooms result. On the other hand, if 

the trial coordinators significantly overbook the number of 
trials scheduled for the existing courtrooms, then inevitably 
members of the bar and the public will be awaiting their 

turn with little likelihood of having their case tried on that : 
day. Such inconvenience and waste of time to the public and | 
the legal profession is very frustrating to them and results in | 
their having to re-appear on another date. 


“The statistics on which the auditor's observations are 
based deal with hours during which court was sitting and 
not with scheduling hours. The current statistical gathering 
system, in cases where the court disposes of a matter in less 
time than has been scheduled, shows that remaining 
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scheduled time as unutilized courtroom hours. The Ministry 
suggests that both sitting and scheduled hours Should be 
available for a meaningful analysis. 


“The numbers cited by the Auditor in the report show that 
when courtroom sitting days are considered (as opposed to 
courtroom days scheduled) and courtrooms which were 
used for half a day or less are discounted (since the parties 
must have settled or pleaded guilty) then 87% of the 
courtrooms in York are occupied and 83% in the five other 
locations audited are used. The Ministry feels that the 87% 
utilization rate is quite reasonable for York. The 83% for 
the other locations is also reasonable, given that it is 
difficult to transfer cases between the five locations 
audited. 


‘In order to finetune the scheduling system in York, the 
computerized case management system mentioned in the 
Provincial Auditor’s report has progressed to the point 
where Management Board approval has been obtained and 
design work has commenced.’’ 


Alditional Courtroom Facilities 


“In its Management Board submission for approval to 
construct additional courtrooms for the Supreme and 
District Courts in Metropolitan Toronto, the Ministry 
provided all information requested by the Board. The 87% 
utilization rate of courtrooms. in Supreme and District 
Courts in York referred to above clearly indicates that 
under current operating circumstances the only alternative 
was an addition to the courtrooms in order to cope with the 
backlog in cases.’’ 


A-ounts Receivable 


\ 


“The Ministry collected 87% of all provincial fines 
assessed in 1984/85. This level of collection was achieved 
whilst recognizing that the methods of collection 
enforcement available to the Ministry are precisely 
regulated by law and heavily dependent on police 
cooperation. 


“The assessment of a fine is part of the sentencing process 
when an offender is found guilty and the Ministry is highly 
conscious of the need to ensure that that sentence is carried 
out, namely that the fine is paid. 


“The Ministry, therefore, is constantly investigating 
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effective fine collection measures. Of those recently 
introduced, the most significant innovation is the proposal 
to deny the renewal of automobile licence plates for 
non-payment of parking fines. The Ministry has been 
working closely for some years with the Ministry of 
Transportation and Communications in the development of 
such a system that would facilitate the collection process for 
such fines.”’ 


Executioner Fees 


‘The individual who acted as the executioner for Ontario 
was initially engaged in 1953 by the Sheriff of the County of 
York and paid a retaining fee. The engagement of the 
executioner on behalf of the Province fell within the broad 
authority of the Sheriff to ensure enforcement of orders of 
the Court. The costs related to the position of executioner 
were recovered from the Province. 


‘‘When the Province assumed responsibility for the Courts | 
in 1968, the Sheriff did not discontinue the retaining fee to | 
the executioner. 


‘In August 1984, a new Sheriff was appointed for the | 
Judicial District of York. He discovered the situation and 
decided that the payments were inappropriate in law and 
directed that they be discontinued. The last payment was 
made in November 1984 prior to the Provincial Auditor’ s 


AJ 


review. | 
Transcript Expenses 


‘The Ministry’s request for transcripts was refused by the 

Commissioner. It was, therefore, up to the Ministry to | 
. . ° bf) 

obtain the necessary copies at its own expense. | 


3.5. Excess Funding for Construction of the Sudbury Science : 
Centre, Ministry of Citizenship and Culture | 

| 

One segment of a recent audit of the Ministry dealt with capit 
funding grants for the construction of a science and mining technolog 
museum at Sudbury (Sudbury Science Centre). Our objective was to asse: 
the adequacy of management controls over $12.4 million in grants to th 
Cette. | 


We concluded that management controls should have been stronger. In th 
regard, the following was noted: | 


| 
; 
* A severe funding shortfall in this capital project was identified by , 
the Ministry during 1983. | 
| 
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*A management consultant’s report concluded that Shortcomings 
of the Centre’s board of directors had resulted in weak 
management control. 


* Original cost estimates ($22.1 million) had been exceeded at 
September 30, 1984 by $5.5 million. 


* Total capital support of $7 million set by the Ministry in 1981 had 
risen to $11.6 million by 1985. 


*No determination had been made as to the Ministry’s total 
eventual investment in the Centre. 


TAILED COMMENTARY 


Vvervlew 


The Ministry encourages and supports full, equal and responsible 
cizenship among the residents of Ontario, in the areas of cultural, artistic 
id historical activity. This is done through the delivery of interrelated 
‘grams, including the provision of capital grants to cultural and 
storical projects. 


In December, 1980 the Ministry received a proposal to construct a 
‘ence and mining technology museum at Sudbury , formally known as the 
sdbury Science Centre. Estimated costs were: 


($000’s) 

Building 15 392 
Exhibits 3 600 
Film 850 
Administration 1 428 
Big Nickel Mine _ 880 
2 el SU 


The Ministry agreed to participate in the funding of the exhibits and 
| building (also known as the Bell Grove site). The Ministry committed 
) million from its Lottario resources, of which $7 million was to be used 
) capital construction and $3 million for the establishment of an 
lowment fund. This fund, by generating interest revenue, was to 
vide assistance towards the Centre’s operation. The balance of the 
mated cost was to be funded by the Federal Government, the City of 
‘bury and donations from the private sector. 


iding Shortfall 


The Ministry advised the Centre in August 1981 that, even if there 
~° Cost Overruns associated with this project, there would be no further 
|tal funding available to the Centre from any source within the 
listry . They also advised that the funds granted were based on the 
‘ect design and schedule presented and that any substantial changes to 
br element would require written approval from the Deputy Minister. 
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During 1983, the Ministry identified a severe funding shortfall on the capit 
project which occurred because: 


¢Fund-raising targets were not realized and the Federe 
Government did not fully match the provincial contribution of $ 
million. 

¢ Timing for receipts of contributions from the City of Sudbury an 
various corporations was uncertain. 


¢The Big Nickel site project was expanded beyond the originz 
design. 


¢ Construction delays caused increased overhead costs. 


Consequently, the Ministry obtained approval from Managemer 
Board to change the dedication of the $3 million endowment fund to capite 
funds. In addition, Management Board approved further capital grants o 
$750,000 in June, 1984 and $864,000 in January, 1985. 


An operating grant of $750,000 was included in the Estimates 0 
the Ministry for the 1985 fiscal year and was paid to the Centre on Octobe 
22, 1984. In summary, the Ministry’s actual funding for the Centre t 
January 15, 1985 was as follows: 


Capital Operating Total 
($000’s) ($000’s) ($000’s) 
1981-82 1250 
1982-83 4,050 
1983-84 4,700 
1984-85 1,614 750 








11,614 750 12,364 








Weak Management Control 


In June 1984 the Ministry hired a management consultant to reviev 
the Sudbury Science Centre. The report concluded that shortcomings of th 
Board had resulted in weak management control which led to inadequate funding 0 
the Centre. 


Original Cost Estimates Exceeded/Total Costs Not Determined 


As at September 30, 1984 the total project had exceeded original cos 
estimates ($22.1 million) by $5.5 million. As previously indicated the Ministry 
capital contribution had increased from an original commitment of $' 
million to $11.6 million by January 1985. At the time of our audit, 1 
determination had been made as to the total eventual Ministry investment in the 
Centre. 


We recommended that: 


ethe Ministry determine what its total future involvement in tht 
Centre will be and take appropriate action; 


COMMENTS ON MINISTRY OPERATIONS 41 


eall future long-term capital projects of this magnitude require 
more effective Ministry involvement in assessing their financial 
viability and cost of future operation to ensure that contributions 
made by the Ministry are based on sound financial forecasts. 


On June 19, 1985 the Deputy Minister replied as follows: 
unding Shortfall 


“Release of the Fund monies was conditional on the 
Ministry receipt of the Board resolution accompanied by the 
latest cost report and operating budget forecasts. The 
Ministry became fully aware of the extent of the financial 
difficulties on receipt of this information in August 1983 and 
consequently the Board of Science North requested 
rededication of endowment funds to help address some of its 
financial difficulties. This rededication of funds was 
approved by Management Board of Cabinet. 


“The Ministry position was not to fund overruns. The 
purpose of additional capital funding was solely to cover 
legitimate cost increases. 


“That portion of the increase which related to the Bell 
Grove site represents inflationary increases and other cost 
increases directly resulting from a strike and a one year 
delay in the official opening of the facility. The balance of 
the cost escalation was related to a required increase in the 
scope of work at the Big Nickel site to put the mine ina safe 
working condition, administration and the addition of a 
three dimensional film in the Cavern. The Deputy 
Minister’s approval was not originally requested for Bell 
Grove because there was no change in project scope. With 
regards to the Big Nickel and the film, it was Science 
__ North's intention to rely entirely upon private /corporate 
__ Sponsorship. The Board approached the Ministry only after 
it had exhausted all potential avenues for fund-raising.’’ 


\ 


ak Management Control 


“The management consulting review identified six areas of 
concern. The following action has been taken: 


a. The Board of Directors has been expanded and 
strengthened. 


b. The responsibilities of the two division heads have been 
defined and they report to the Board’ s Chairman. 


c. A vigorous promotional campaign has been launched. 


42 AUDITOR’S REPORT FOR 1985 





d. A three year strategic plan has been prepared. 


e. The appointment of a moderator is being deferred 
pending finalization of agency status. 


f. Establishment of a Memorandum of Understanding ts 
being held in abeyance pending finalization of 
Legislation. 


‘At the request of its Board of Directors, Science North will 
be established as a Provincial Agency with Schedule III 
status .”’ 


Original Cost Estimates Exceeded/Total Costs Not Determined 


‘Legislation to implement this change is to be presented to 
the Legislative Assembly in the future. The legislation will 
provide for a Memorandum of Understanding which 
delineates financial reporting and control requirements. 


‘The Ministry agrees with the policy enunciated within the 
above recommendation. It should be noted that the policy 
was followed in determining the Ministry's original 
financial contribution to the Sudbury Science Centre. The 
difficulties encountered by the new organization forced the 
Ministry to re-assess the level of its contribution and, 
eventually, to consider the change in status from an 
independent non-profit corporation to a Ministry Agency. 


‘‘No grant was made without a thorough review by Ministry 
staff and the results of which were eventually reviewed and 
approved by Management Board.’’ 


3.6 Special Assignment on Algonquin College of Applied Arts anc 
Technology, Ministry of Colleges and Universities 


On May 17, 1984, the Standing Public Accounts Committee passe 
a motion directing the Provincial Auditor to investigate and review th 
financial management and administrative systems of Algonquin Collegé 
and to report to the Committee on the efficiency, effectiveness an 
economy of the College’s financial and administrative systems. 


The two-part Provincial Auditor’s report on Algonquin College wa 
presented to the Committee in November 1984 and January 1985. 


The first report focussed on the irregularities in the administratio 
of the Financial Management Program, the Ministry overfunding of th 
College by $2.375 million, and the fraud by a College employee involvin 
the Training in Business and Industry program (TIBI). The repo! 
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-oncluded that controls regarding the Financial Management Program were 
inquestionably inadequate. It stated that the control procedures for 
nrolment reports, although adequately designed, were not properly 
ipplied. It also identified weaknesses in the internal control of the TIBI 
rogram. 


The second report dealt with a general review of the historical 
nanagement of the College, and the financial and administrative Systems 
1 place. The report pointed out that the management of the College has 
een perceived as less than effective since the early 1970’s, and identified 
yadequacies in internal controls. 


After reviewing the two reports, the Committee called before it (in 
ebruary 1985) senior officials from the Ministry of Colleges and 
niversities and from Algonquin College. During the hearings Committee 
‘embers expressed serious concerns about the College’s poor record of 
dministration. The Committee requested the Provincial Auditor to 
ionitor and ultimately report on the College’s progress in implementing 
iW operational guidelines and procedures. The Committee expressed the 
bpe that some form of progress report would be made available by 
lovember 1985. 


| Subsequently, our Office met with officials from Algonquin 
Ollege and the Ministry, and the following agreements were reached: 


—The College and the Ministry would each submit reports to the 
Provincial Auditor by the end of June and the end of September 
on the status of corrective actions. 


—The Provincial Auditor would present a progress report to the 
Committee by November 1985. 


—At a future date (likely the spring of 1986), the Provincial 
Auditor would undertake a review of the College to confirm that 
| corrective actions have been taken. 


—The results of this review would be reported to the Standing 
Public Accounts Committee. 


" Inspection Audit at Centennial College of Applied Arts and 
Technology, Ministry of Colleges and Universities 







The Office conducts inspection audits on an exception basis where 
i>umstances warrant the extension of our audits of ministry activities. In 
lw of the findings in our special audit of Algonquin College (see 
ceding section) we undertook to perform inspection audits of other 
leges of applied arts and technology. Our first such inspection audit was 


“entennial College. 
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Revenue of the College for the 1984 fiscal year amounted to $39 
million, including general operating grants of $22.2 million received fro 
the Ministry of Colleges and Universities. Expenditures for the same fisc 
year totalled $38.4 million. 


The objective of our audit was to assess the adequacy of financi 
and administrative systems and internal controls including compliance wi 
policies and procedures. Our major conclusions and observations were ¢ 
follows: 

Fixed Assets 


We concluded that internal controls over furniture and equipment we 
inadequate and that there was non-compliance with administrative policies. 


¢ There was no central listing of the College’s fixed assets. 


eMany departments of the College did not perform annual 
inventory counts nor maintain inventory listings of assets for 
which they were responsible. 


° The College did not have an effective loan and transfer policy for 
fixed assets. 


¢ Total assets on loan and the location of assets transferred within 
the College could not be determined. 


¢ Fixed asset balances on the annual financial statements of the 
College were overstated. 


° Assets were sold without proper authority. 


° Equipment reported stolen from the College included personal 
computers, cameras, typewriters and video equipment. 


Expenditures 


We found that internal controls over the purchase of goods and service 
were weak and that there was non-compliance with purchasing policies. 


¢ There was extensive use of confirming purchase orders. 


¢ A significant number of purchases were made without obtaining 
the required quotations or complying with tendering policies. 


¢ Most major purchases examined were not supported by written 
contracts /agreements. 


¢Payments made for computer programming services were up to 
three times greater than the cost of employing programmers on 
staff. 


Enrolment Reporting 


Although internal controls over enrolment were generally adequate, th 
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College’s definition of a full-time student did not comply with Ministry funding 
zuidelines. 


mternal Audit 
The absence of an internal audit function may have contributed to the lack 


if timely identification and correction of internal control weaknesses and areas of 
1on-compliance cited in our report. 
| 


JETAILED COMMENTARY 


Centennial College of Applied Arts and Technology was 
acorporated in 1966. By 1985 the College had more than 7,200 full-time 
nd 38,000 part-time students, employing up to 1,200 staff of which about 
00 were part-time. 


ixed Assets 


| For the 1984 fiscal year, fixed assets of the College were recorded 
: $44.9 million, consisting of: 


($ million) 
Land and buildings fin MG 
Furniture and equipment 15.0 
Other 20.2 
44.9 


Additions in 1984 amounted to almost $1.2 million. Of this 
“ount, $1.0 million represented purchases of furniture and equipment. 


(istodianship and Recordkeeping 


There was no centralized listing of fixed assets and College policy did not 
quire an annual inventory count of fixed assets. We were informed that 
lividual departments were responsible for periodic counts. 

| —Of the 15 departments selected for our review, 10 indicated that they did 
not have any inventory list of their fixed assets and did not perform any 
inventory count. A test of 2 of the remaining 5 departments 
revealed that inventory counts were not performed on a regular 
periodic basis and that inventory lists did not indicate the serial 
number or the location of assets. 


—On February 24, 1983, the Chairman of the Finance and Property 
Committee of the Board of Governors expressed concern over 
the lack of a centralized listing of the College’s equipment. He 
was advised by senior management that the College was working 
toward establishing a fixed assets inventory listing. As of June 
1985 no such listing existed. 


Until June 1984 identification tags were assigned to fixed assets as 


: | 
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they were received. However, because the College ran out of tags, th 
tagging procedures were discontinued. 


Loans and Transfers 


There was no centralized loan and transfer policy at the College. Of the 1. 
departments selected for our review, 9 indicated they had no policy in thei 
departments regarding loans and transfers of assets. 


We were unable to determine the number of assets on loan to staff o 
outsiders, as the College had no centralized system to record the movement o 
assets. 


—Using available departmental records, our random confirmatior 
of assets indicated that some were located outside of thi 
College’s premises. Assets such as computer equipment were loane 
to staff and in one case to a consultant for over a year. 


—A follow-up physical inspection at one department revealed tha 
2 dictaphones could not be found in the location confirmed b: 
the department 2 days previously. 


Using purchase records we spot-checked 20 items, such a 
computer terminals, printers, modems and other computer and vide 
equipment. We could not locate 5 of the 20 items. However, afte 
discussions with department officials, we determined that 2 of the 5 wer 
on loan. 


Dispositions and Reporting 


Our review of the fixed assets at the College showed that there wa: 
no reduction of asset balances shown on the financial statements fo 
dispositions, other than sales proceeds, during the year. 


—Notes to the financial statements indicated that proceeds fron 
sales of fixed assets were credited to the fixed asset accounts 
This accounting policy had in effect created an overstatement of the fixec 
assets balance in the financial statements of the College. The tota 
overstatement could not be determined because of deficiencies in cos! 
records. However, in a test of 10 assets sold during the period 1981-82 
through 1984-85, we estimated that at least $500,000 had not beet 
removed from the fixed asset balance. This estimate represented th 
difference between the original cost of these assets and the sales 
proceeds. 


We observed that the College had no written policy specifying the 
procedures to be followed for selling assets declared surplus. We wete 
informed that the normal practice at the College was to sell surplus asset 
through the Purchasing Department. However, in a review of the sales ol 
five surplus assets during 1984-85, we noted that the Purchasing 
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Jepartment had not been involved in the arrangements for three of these 
ales. We were unable to determine whether the user departments had 
lowed adequate procedures in Selling assets to ensure that the College 
btained the best price. 


Four of the previously mentioned five sales were made directly by user 
epartments instead of through persons independent of their departments, This did 
ot comply with the College policy which required that the Vice President, 
ministration be informed. The proceeds for the above sales of items 
sch as radiators and disk drives amounted to $6,400, 


Such items as personal computers, printers, calculators, cameras, 
typewriters, a video player and other equipment were reported stolen from the 
Ollege. Our examination of incomplete insurance files for the 1983 and 
184 fiscal years indicated that at least $50,000 of such items had been 
roorted stolen in the two years. 


—One department head estimated that items stolen from. the 
department averaped approximately $3,900 per year. However, 
other departments did not provide any estimate of stolen assets and we 
could not form an overall opinion on the extent of assets stolen from the 
College. 


We were informed by senior officials of the College that they 
nned to implement a phased-in approach to establishing a fixed assets 
eger with related asset controls. 


Svenditures 


| The expenditure of Centennial Collepe for the 1984 fiscal year, 

xluding ancillary Operations, was $44.4 million, Of this amount , salaries 

nD employee benefits totalled $27 million and othet expenditures 
unted to $11.4 million. 


hasiny 


We selected 66 purchases made in LOBA-#S for our review, Of the 66 
thases, 21 involved confirming purchase orders for commitments made by 
nus departments, In some (ahes, payments had been made to suppliers before 
hase orders were issued hy the Purchasing Department, This practice did not 
rorm with the College's policy of requiring all purchise Commilments 
b made through the Purchasing function 


Ati additional test of 19#A-#4 purchases from one major supplies 
revealed at lew 34 instances where purchase orders were Gated 
sibwequent ty the invulce dates and delivery of woods ov services, Thi 
total purchases from that supplier in the year amounted to over 


2 million 


We tite thi if of thie “th purchases, whili Tr hid anounhls over 95,000 hut 
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less than $15,000, did not have a minimum of three written quotations as required b 
the College’s policy. Nine of the 66 purchases were for amounts ove 
$15,000. Four of the nine did not comply with the College’s tendering policy. 


—We were advised that the President had the authority to waiv 
tender requirements in his capacity as Secretary-Treasurer of th 
Board of Governors. In three of the above four cases th 
President had waived the tendering requirements. Ov 
examination of the College’s Policies and Procedures Manué 
issued in February 1983 did not reveal any provision fc 
exemption from tender for major purchases. 


Our concern was that in following the above practice, maje 
purchases of goods or services would by-pass the norms 
purchasing policy of the College without necessarily bein 
reviewed by the Board of Governors. 


The Board of Governors had not been supplied annually wit 
information relating to single source suppliers as required by policy. At th 
time of our audit the College did not maintain records or listings thé 
specifically identified single source suppliers. 


—In the absence of such a list, we selected 10 single sourc 
suppliers of goods or services for review. Total payments t 
these suppliers for the two years ended March 31, 198 
amounted to approximately $7.3 million. Considering the dolla 
value and nature of these services, including consulting 
personnel and EDP, we expected to find written agreement 
between the College and suppliers. However, no agreements existe 
for 9 of the 10 suppliers. 


—Two of the preceding suppliers, with a combined total payment of abou 
$1 million for the 1985 fiscal year, were involved in compute 
programming for various systems of the College. However, we noted tha 
there were no written terms of reference, project specifications 0 
requests for proposals from different suppliers. In addition, there wer 
no timetables for completion of all phases of these projects nor were tot2 
costs established. 


One of the preceding suppliers had been providing programmin 
services to the College for about 10 vears with 5 programmers working 0 
a full-time basis. The supplier billed the College approximately $500,00 
in the 1985 fiscal year for its programming services. For two of the fi 
programmers, the College was charged in excess of $133,000 each. The cost to tl 
College was up to 3 times greater than the maximum salary rate for a compara 
classification listed in the College’s Collective Agreement with the Ontario Publ 
Service Employees Union. 
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Enrolment Reporting 


The operating grant of the College is derived from Enrolment 
Reports submitted to the Ministry of Colleges and Universities. Funding in 
each year is based on the audited enrolment reported in the previous two 
years. The Ministry of Colleges and Universities issues annual guidelines 
to all colleges for completion of the Enrolment Reports. The guideline also 
specifies requirements for the audit of the reports by external auditors of 
the College. 


Full-Time Student Criterion 


The system in place at the College calls for a cut-off level of 10 credit hours 
for determining full-time student status. However, this cut-off criterion does not 
conform to the Ministry’s funding guidelines which defines a full-time student 
as one who carries a course load of at least 66 2/3 per cent of the normal 
course load for the approved program. 


For example, in the first semester of the nursing program, a normal 
sourse load carries 25 credit hours. Thus, a student would have to carry 
ibout 17 credit hours to be considered as full-time under the Ministry’s 
zuidelines instead of the 10 as used by the College. 


The application of the 10 credit hours cut-off could lead to misreporting of 


tudents under the full-time, part-time categories and affect the funding of the 
Sollege in the future. We were advised that the College was aware of the 
ituation and was in the process of developing a new system that would 
ollow the cut-off criterion established by the Ministry. 


dther Matter 


Guidelines for reporting enrolment for funding purposes were 
ssued by the Ministry to the colleges. Guidance for auditors to express an 
pinion on the enrolment report was included in the guidelines. To support 

€ auditor’s opinion, the Ministry recommended the application of 
tatistical sampling techniques. We felt that instructions concerning these 
>chniques should be clarified, as they are subject to various interpretations 
which could have a significant effect on funding. 


iternal Audit Function 


The organizational structure of the College provided for an internal 
perations audit position. However, this position had remained vacant for 
ome years. 







In view of the findings in our report we felt that the reinstatement of an 
iternal audit function would have greatly assisted in the effective management of 
fe College. We suggested that ongoing internal audit assessments of 
Ystems and controls would provide a basis for positive change and the 
‘surances needed for overall management control. 


| 
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A number of recommendations dealing with the preceding matter 


were made to the College. 
On October 24, 1985 the Deputy Minister replied as follows: 


General 


“We have reviewed the findings of your report and concur 
with the report and its recommendations . . . 


‘‘We are pleased to note that the College has agreed to the 
implementation of what we consider to be appropriate 
corrective action for each of the audit recommendations. 
Furthermore, in the case of fixed assets systems, the 
Ministry will be taking an initiative regarding policy 
formulation, and will encourage further efficiencies 
through the joint development of systems among colleges. 


‘The College plans to submit follow-up reports to the 
Ministry describing the progress towards completion of the 
action steps showing the step, items planned, items 
completed and items yet to be completed. The College is 
committed to doing this on an approximately quarterly 
basis, with submission of the first report by January 31, 
1986. The Ministry will ensure that these follow-up reports 
are received and will monitor them against 
commitments . . . This will involve obtaining appropriate 
explanations for any variances noted.’’ 


Fixed Assets 
Custodianship and Recordkeeping 


‘In consultation with the college community, MCU will 
develop system-wide standards on the recording and 
control of fixed assets. The policy will include, but not 
necessarily be restricted to, inventory counts, central 
recording, tagging and circulation of assets. 


“MCU will develop a policy directive by I April, 1986. 
This directive will establish a deadline for the colleges for 
implementation of the policy. 


“Centennial College will implement appropriate policies 
and procedures for these recommendations by 1 April, 
1957 


Loans and Transfers 


“The College will establish an adequate equipment-loan 
policy with mandatory procedures for implementation by I 
ADIL 200. 
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Dispositions and Reporting 


“The College will amend the accounting policy so that 
original costs of assets disposals be removed from the 
financial statements. The policy will be effective on the 
statements as of 31 March, 1986. 


‘The College will implement the recommendations 
(regarding the sale of assets) by 15 December, 1985. 


‘The College will implement mandatory procedures for the 
reporting of thefts on a timely basis, so that records can be 
updated promptly, by 16 December, 1985.’’ 


‘xpenditures 
Purchasing 


“The College will update the Purchasing and associated 
Tendering Policies (including any provisions for exemption 
from tendering) so as to reflect properly the current 
operating procedures, as amended by revised spending 
limits and mandatory procedures. The preliminary draft 
was completed on 30 September, 1985. After refinement of 
the draft, Board approval is to be obtained by 30 
December, 1985, for implementation by 1 February, 1986. 


‘The College will implement a Sole-Source System which 
will involve the reporting, at least annually, of information 
relating to one source suppliers to the Board of Governors. 
A report was submitted to the Finance-Property Committee 
of the Board on 26 September, 1985. Board approval is to 
be obtained by 30 December, 1985, for implementation by | 
February, 1986. 


‘The College will establish a formal system for the 
acquisition and control of major professional services by 31 
December, 1985. 


“Starting 1 January, 1986, the College will assess all 
current professional services for academic, administrative 
and ancillary computing. Starting 1 April, 1986, 
appropriate changes will be made for those projects deemed 
to be in a maintenance-mode.”’ 


irolment Reporting 
Full-Time Student Criterion 


“The new Ministry Guideline will require the College to 
correct errors. In addition, the College will ensure that the 
NEW-MIS system at the College identifies partial-load 
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students according to Ministry guidelines, by I September, 
1986.’ 


Other Matter 


“The Ministry has issued a new statement of guidelines for 
auditors (September, 1985) which indicates that all errors 
detected in the statistical sample are to be corrected. These 
guidelines are issued annually and will continue to clarify 
any problems of misinterpretation which may arise.’’ 


Internal Audit Function 


‘The College will fill the vacant position of Operations 
Auditor by 31 December, 1985.’’ 


3.8 Deficiencies in Inspection Procedures re Private Schools 
Offering Credit Courses, Ministry of Education 


One segment of an audit of the Ministry involved assessing the 
adequacy of controls, in the Central Ontario Region, relating to the 
inspection of private schools offering credit courses. We concluded tha’ 
controls at the Central Ontario Region Office required significant improvement. 


Overview 


In Ontario there are approximately 500 private schools, and ol 
these about 240 offer credits toward the Secondary School Graduatior 
Diploma (SSGD) or the Secondary School Honours Graduation Diploma 
(SSHGD). Supervisory officers from the Ministry’s regional offices 
inspect private schools offering credit courses to confirm that satisfactory 
instruction has been given before diplomas are issued. 


Inspections in the Central Ontario Region 


In the Central Ontario Region there were 360 private schools, 162 
of which offered credit courses. Expenditure on the inspection of private 
schools in this region was approximately $200,000 for the 1985 fiscal year. 
The inspections followed criteria established in the ‘‘Procedure Manual for 
Inspection of Secondary Private Schools’’. Our audit focused on the 
inspection files at the Central Ontario Region. 


In our review we noted the following: 


* Inspections did not cover all areas subject to review. For example, 
eleven inspections did not examine student records and fourteen 
inspections did not include a review of examination papers, 
student answer papers and marks as required. No documentation 
existed to explain why certain areas were omitted in these 
inspections. 


mld b 
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* No documentary evidence existed for nineteen inspections to support the 
weaknesses identified or conclusions reached. 


*No documentary evidence existed for eight inspections to indicate that 
deficiencies/recommendations noted in the previous visit were 
followed up to ensure Satisfactory disposition. 


No guidelines were established to determine the extent to which deficiencies 
e allowed to exist before a private school was denied the privilege of offering 


redit courses. For example, fourteen schools lacked evidence to confirm a 
minimum of 110 hours of instruction per course credit as required by the 
Ministry . 


We recommended that: 


(1) inspections be adequately performed to cover all Ministry 


requirements; 


(11) the documentation in inspection reports be improved; and 


(iii) guidelines be developed to assess the extent to which 
deficiencies would be allowed to exist in a private school 
before the school was denied the privilege of offering credit 


courses. 


On August 23, 1985 the Deputy Minister replied as follows: 


uspections 


} 
I 
\ 
t 
| 
| 





‘All components which are outlined in the inspection 
manual are not all examined or commented upon during 
every inspection. It is accepted that an inspector may apply 
professional discretion and judgement in conducting an 
inspection. This may have the result that not all tests, 
examination papers and marking schemes need to be 
reviewed every year in all cases. The inspector’ s emphasis 
is given to particular aspects of a course or program.”’ 


ispection Documentation 


‘There is a concerted effort to keep written comments about 
a program inspected brief and concise. The report is 
intended only to be a summary of the significant points 
discussed with the person in charge of the program. It is 
agreed, however, that where specific suggestions for 
program improvement are recorded that subsequent reports 
Should include comments concerning the degree of 
compliance by the school. This matter is one which will be 
discussed during a private school inspection seminar 
planned for the Inspectors of the Central Ontario Region on 
September 10 and 11, 1985.”’ 
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Guidelines 


‘Private schools are required to conform to programs as 
described in the Ministry curriculum subject guidelines and 
the course credit requirements as specified in policy 
Circulars H.S. 1 andjor Ontario Schools: Intermediate and 
Senior Divisions. If one or both of these requirements are 
clearly and continuously being violated, credit for the 
course or courses will not be recommended. If a school 
timetable satisfies the required number of scheduled hours 
of study the inspector’s written comments will not 
necessarily include a comment on the matter of scheduled 
time . 


“‘The final recommendation that a course be considered 
valid for credit must be left to the professional judgement of 
the inspector concerned.’’ 


3.9 Weaknesses in Procedures Relating to Curriculum Matters, 
Ministry of Education 


As part of our audit of the Ministry we reviewed curriculum-related 
matters at the Central Ontario Region. Our objective was to assess the 
adequacy of procedures to monitor and report on: 


¢ development of curriculum guidelines; 
° curriculum implementation at the school board level; and 
* curriculum review. 


The Ministry and the school boards work together on curriculum 
matters to ensure that high-quality educational opportunities are made 
available to all pupils. 


We concluded that the procedures used to monitor and report on the 
development, implementation and review of curriculum guidelines needed 
significant improvement. The following weaknesses were noted: | 


Curriculum Development 


* Financial and other management reports did not provide 
adequate information to monitor and control projects relating to 
the development of curriculum guidelines. 


Curriculum Implementation and Review 


* The Ministry received limited assurance of the quality of curricula 
implemented since: 


— Neither the Central Ontario Regional Office nor other ministry 
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staff monitored the progress of curriculum implementation at 
school boards in the Region. 


— Provincial Review recommendations made at the board level 
were not followed up by the Ministry. 


| — Provincial Reviews were not representative of the overall 
quality of curriculum implementation. 

/ 

JETAILED COMMENTARY 

Overview 


The objective of the Education Programs Division of the Ministry , 
n cooperation with the school boards, is to ensure that educational policies 
ind programs, meeting the needs of all pupils in publicly-supported 
‘lementary and secondary schools in Ontario, are developed, implemented 
ind reviewed. 
iy 
L 


urriculum Development 


| The development of educational policies and programs is one of the 
2sponsibilities of the Curriculum Branch. These policies and programs are 
utlined in curriculum guidelines sent to the school boards, For example, 
je guideline for ‘English (Senior Division) three academic courses’’ was 
istributed in September 1984, and a guideline entitled ‘*Computer 
tudies, Intermediate and Senior Divisions’’ was distributed in 1983. A 
chool board’s task is to assist the schools in its jurisdiction to use the 
uidelines in developing courses of study that are specifically designed to 
teet local needs and circumstances. At December 31, 1984, there were 
pproximately 100 curriculum guidelines in various stages of 
evelopment. The development time of guidelines ranges from 
proximately 2 to 5 years. Expenditure on curriculum development for 
te 1985 fiscal year was $5.2 million. 












‘urriculum Implementation 


Implementation of educational policies and programs is primarily 
€ responsibility of school boards. The school boards are assisted in the 
aplementation process by six regional offices. The offices review 
lucational practices within school boards and provide leadership to school 
‘stems in implementing and evaluating provincial policies and programs. 
1€ education officers in the regional offices play a major role in the 
Ifillment of these objectives. For the 1985 fiscal year the expenditure of 
gional offices for all activities was approximately $13.6 million. 


Irriculum Review 


The Provincial Review process began in 1977-78 as a means of 
€cking curriculum implementation and identifying | the need for 
veloping new and revised curriculum guidelines. In addition to reviews 
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of curriculum guidelines, the process has evolved to include audits of th 
school boards’ procedures and exploratory probes into areas where polic 
does not exist but may be required. 


Provincial Reviews are undertaken for a sampling of school board 
across the Province. Review reports are issued to school boards, Ministr 
branches and other appropriate educational organizations in order t 
improve programs and policies at various levels. Reviews normally take 1 
to 24 months to complete. 


For the period 1977 to 1984, 52 Provincial Review reports wer 
issued. Of these, 18 pertained to the review of the implementation c 
curriculum guidelines. 


Curriculum Development — Project Cost Accounting and Control 


The information system, for accumulating and reporting projec 
expenditures and project status, did not provide senior management in th 
Curriculum Branch with adequate information to monitor and contre 
progress of curriculum guideline projects. Specifically: 


¢ Prior to April 1984, the costs of individual projects could not b 
identified without extensive manual compilation from variou 
source data. The newly-introduced project cost report, whicl 
included actual expenditure for the immediate past year as well a 
the comparison of budgeted and year-to-date actual expenditur 
for the current year, provided useful information to management 
However, neither this new project cost report nor the variou 
reports generated by the Financial Information System (FIS 
indicated the accumulated cost from the commencement of thi 
project. These reports also did not indicate total approve 
budgeted expenditure from start to completion for each project. I 
was difficult for project management to monitor and control cost 
effectively if the approved total budget and actual accumulated costs wer 
not readily available. 


¢ The newly-introduced project status report was an improvement It 
the Curriculum Branch’s control over projects because 1 
identified each project by development phase, such as ‘‘unde' 
development’’, ‘“‘revision’’, ‘‘editing’’, ‘‘printing’’. However 
the report did not indicate the dates at which projects entered an¢ 
left the various phases. The report also did not indicate the reason‘ 
for delays in the projects. We noted that in four of five curriculum 
guideline projects reviewed, there was an average delay of 15 month: 
between the estimated and actual completion dates. This delay was the 
equivalent of 44 per cent of the average total time spent on each ol 
the four projects. 


To ensure proper control and meaningful assessment of the 
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drogress of projects, the various Management and fin 

e modified to allow the comparison of actual res 
‘esults achieved with those planned. Variances 
alyzed and explained, and corrective action take 


ancial reports should 
ources expended and 
from plans should be 
n where necessary. 
curriculum Implementation 


Based on our review and discussions with education officers and 


ther officials in the Central Ontario Regional Office, we noted the 
ollowing: 


| *It is generally assumed that the implementation of curricula 
| developed by the Curriculum Branch jis primarily the 
responsibility of the school boards. Provincial Review is the 
Principal tool used by the Ministry to assess the quality of 
curriculum implementation. Although the Regional Office assists the 
school boards in curriculum implementation, neither the Regional Office, 


nor a group designated by the Ministry, monitored the progress of 
curriculum implementation at school boards. 


was noted in two Ministry publications: 


— A 1981 research study entitled ‘‘Curriculum Implementation’’ 
made the following comment when discussing the main 


principles which underlie an effective curriculum 
implementation process: 


t ¢ 


| 

| 

| 

| * The need for more effective regional curriculum implementation programs 
{ 


the plan must include monitoring and gathering 
information during the process which is used to assess progress 
and to address problems which are encountered.’’ 


— In the Ministry’s publication ‘Update °84’, a retrospective 
report on initiatives set out in Issues and Directions (published 
in 1980), the following comment was made: 


6 


‘. . . the review of provincial policy for program and policy 
improvement, for assisting in implementation, and for 
monitoring compliance with legal requirements will be the 
Major activity of the Ministry of Education’s regional 
Biccs 










Triculum Review 


The Provincial Review process was deficient as the Ministry did 


‘follow up to ensure that recommendations made at the school board 
el were acted upon. To ensure an effective Provincial Review process, 
ommendations should be followed up by the Ministry. 


Provincial Review results were based on an assessment - the 
‘ : . ore 
llementation of one selected curriculum at a sample of school boards. There p 
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the results were not representative of the overall quality of curriculum 


implementation. 


We recommended that the Ministry reassess the adequacy of 
assurance provided by regional offices and Provincial Reviews on the 
curriculum implementation process. We also recommended that the 
Ministry implement appropriate measures to ensure that school boards 
demonstrate accountability to the Ministry for the assigned responsibility 
of curriculum implementation. 


The following response was received from the Deputy Minister on 
August 23, 1985: 


Curriculum Development 


“It is agreed that improvement was required in the 
monitoring process regarding the development/costs of 
curriculum document development projects. During the 
fiscal years 1984-85 and 1985-86, several steps were taken 
to create an efficient program, useful to Education Officer 
project managers and the Director. These include assigning 
individual ASN’s to each project and the purchase of 
software LOTUS 1, 2, 3. A monthly report is now issued to 
the project managers listing the individual projects with the 
actual and expected costs. 


‘In addition to the above, a quarterly report is prepared 
indicating the development/production status of each 
project. This report is used internally as a management tool 
and is distributed to regional offices.’’ 


Curriculum Implementation and Review 


“Curriculum implementation is primarily the responsibility 
of school boards. Reviews of curriculum implementation 
are conducted in many ways. In order to increase the 
effectiveness of the curriculum review operation an 
additional mode is being developed. 


‘“‘4 proposal is being prepared for a pilot project in 
1985-86 and full implementation in 1986-87. This project, 
‘Assessment of Student Achievement Program,’ is designed 
to obtain information about student achievement and 
program implementation at the provincial and school board 
levels. This program will be based on curriculum subject 
guidelines and will provide indications of the extent of 
implementation. Annual assessments of student 
achievement in selected grades and in selected subjects are 
planned in both official languages. 


COMMENTS ON MINISTRY OPERATIONS 





“A provincial report for each selected subject as well as a 
local report by each board will provide information on 
implementation and follow up plans at each level.’’ 


$10 Review of EDP Controls, Ministry of Education 


By 


| An audit of the Ministry’s Data Processing Services Branch 
DPSB) and School Board Services Unit (SBSU) dealt with various aspects 
if EDP activities and related controls. Our major conclusions and findings 


vere as follows: 


* Controls over the provision of EDP services and human resources 
were generally satisfactory. However, the continued use of 
contract consultants was uneconomical and disregarded 
provisions of the Ontario Manual of Administration. 


*Compliance by SBSU with government and ministry systems 
development policies and procedures was excellent. While 
compliance by DPSB was generally satisfactory, the 


| implementation of computer program changes required stricter 
| control. 


° Overall, security controls over EDP systems and data were 
adequate. However, sensitive information contained on magnetic 
tapes stored in the Ministry of Government Services data centre 
was not properly protected from unauthorized access. 


/ETAILED COMMENTARY 
Yverview 


ata Processing Services Branch (DPSB) 


The DPSB is responsible for providing data processing services to 
oth the Ministry of Education and the Ministry of Colleges and 
Iniversities. The services encompass computer system development, 
laintenance and operations as well as the provision of advice and guidance 
n the ‘‘state of the art’’ technology. During the 1985 fiscal year, DPSB 
ad an expenditure budget of $5.8 million, 80 per cent of which was 


iarged back to the user branches. 


chool Board Services Unit (SBSU) 


The Ministry has provided data processing services to school 


he 


dards and schools through the SBSU since 1969. The objectives of SBSU 


—to develop, install, maintain and support common applications 


for school boards’ use on a license fee basis; 
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—to provide and support a data communications network, linkin; 
the computers at school boards to the Ministry’s and Queen’ 
Park computing facilities; and 


—to negotiate and maintain a master agreement for the acquisitiol 
of computing equipment at discounted prices. 


As of December 1984, thirty school boards were using one or mori 
of the applications supported by SBSU. These boards had their ow) 
computer equipment linked within the network. Investments in computins 
equipment and systems software within the network have totalled in exces 
of $12 million. 


Budget estimates approved for SBSU for the 1985 fiscal year wer 
$2.2 million net of recoveries of $1.1 million. The unit has an approve: 
staff complement of 36 and employed 14 additional contract staff. 


Use of Contract Consultants — DPSB 


The Systems Services Section of DPSB had a complement of 32 
including 26 who were employed on system development and maintenanc 
tasks. Of these 26, 12 were permanent staff and 14 were contrac 
consultants. 


We questioned Management concerning the extensive use ¢ 
contract consultants. We were advised that because of hiring restriction: 
the only way program goals could be met was to employ consultants 
Secondly, the work load in the various sections was largely predicated 0 
the approval of clients’ budgets. This placed DPSB in a reactive situatio 
since no firm work plans could be approved until the budgets wet 
finalized. 


We appreciated Management’s dilemma. However, in our opiniot 
past experience for systems maintenance needs, coupled with long rang 
plans should provide a framework for estimating future personn 
requirements. The extensive use of contract personnel for performing systen 
tasks was, in our opinion, uneconomical. 


During the 1985 fiscal year, approximately $835 ,000 was spent ¢ 
hiring contract consultants. Had this work been accomplished by permanel 
staff, we estimated a potential annual saving of approximately $250,000. 


We examined 17 of the 32 contracts issued during the 1985 fisc 
year for programming services in DPSB. All contracts selected for revie 
were properly tendered. While the lowest bid was not always selectet 
justification was given for the selection. Of the 17 selected contracts, J 
had a previous contract with DPSB and their new hourly rates we 
generally at a reasonable increase. 
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Three of the 17 contracts examined had been renewed for more than two 
consecutive years. In one other instance a back-to-back contract was awarded to a 
consultant because of his experience with a particular Data Base Management 
System. This experience was gained entirely while working as a consultant with the 
Ministry since 1981. 





The Ontario Manual of Administration (OMA) states, ‘‘. .. to 
ensure that a consultant is not placed in a position where . . . he/she might 
enjoy an unfair competitive advantage, the ministry shall . . . not permit a 


consultant to gain a monopoly for a particular kind of work, e.g. retaining 
expertise or know-how developed at government expense.’’ 


| The OMA also states, ‘‘Ministries shall not use consulting services 


in a quasi-employee or quasi-supervisory role to supplement ministry staff 
on a temporary basis.’ 


We recommended that the Ministry reexamine the rationale for 
sing contract consultants versus permanent staff. 


Tse of Contract Consultants — SBSU 


j 


i 


| Out of a total of 50 systems staff, 43 were working on the various 
Jevelopment and support projects as at March 1, 1985. Fourteen, or 
ipproximately one third of the 43 were contract staff employed on systems 
levelopment work and user support. 


Our review of the Unit’s practice of acquiring resources revealed that a 
‘onsultant had worked on the Student Administration System since April 1981. Also, 
ve noted instances where no justification was supplied for the selection of a 
‘onsultant who was not the lowest bidder in the tendering process. 


We were informed that a proposal put forward to senior 
nanagement, to convert 10 fee-for-service contracts to classified positions , 
vas not approved because of staffing restrictions. 


“ompliance with Systems Development Policies 


| SBSU had developed an excellent rapport with their users and these 
'sers played a leading role in initiating the School Board Integrated 
-ersonnel and Payroll System (IPPS). This system, started in 1984, will 
ake four years to complete at an estimated cost of $1 million. 


We examined the documentation produced to date for this system and 
oncluded that SBSU had complied with all requirements of both the Ontario 
Tanual of Administration and the Ministry’s formalized procedures for systems 
evelopment. Since 37 users were involved, SBSU deserved commendation 
or the work accomplished in this area. 


Compliance by DPSB was generally satisfactory. However, we 
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reviewed systems work requests in order to determine if controls ove 
changes to existing application systems were adequate. Although all systen 
development work requests tested were initiated and properly approved by the use. 
management, we were unable to trace the work requests to the resulting progran 
changes done by the DPSB staff. In addition, we were unable to locate formal use 
sign-offs and approvals for application maintenance projects. Management state 
that they were reviewing the change control procedures and they woul 
address these deficiencies. | 


Security Controls — DPSB 


In accordance with Management Board of Cabinet’s guideline 0} 
Information Technology Security, the Ministry had developed soun 
policy statements, standards and a contingency plan for the Ministry’ 
applications processed at Queen’s Park Computing Centre 
Notwithstanding this excellent work, the following security matter was 1 
need of improvement. | 


The Resource Access Control Facility (RACF) is an IBM softiil 
product that provides access control to systems and data in the followin; 
manner: | 





—identifying and verifying system users; 





—authorizing access to system resources; and 


—logging unauthorized attempts to access the system or a protecte’ 
resource. | 


RACF requires resource profiles (descriptions of the protecte 
resource) be defined to the system by a system user. | 
We examined 22 production master files of various applications t 
test the extent to which RACF protection had been implemented. Thes 
files belonged to the 12 most critical systems as defined by the Ministry. 


Our examination revealed that only 5 of the files were defined as restricte | 
files and thus protected against unauthorized access. Even those files under th 
RACF protection were not completely protected. For example, we were able 
extract information, using a non-ministry user identification, from a RAC 
protected file tape which was part of the Ontario Student Awards Program (OSAP 
The information that we obtained included financial and personal data concernin: 
OSAP applicants, their spouses and their sponsors. | 


The following comments were received from the Ministry C 
October 24, 1985: | 


Use of Contract Consultants — DPSB and SBSU 


| 
‘It is the SBSU’ s standard practice to completely document | 
the tendering and selection of consulting staff. While there | 
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were a few instances where documentation was not in the 


proper format, SBSU management was fully aware of the 
process and approved the selections. 


‘The ministry acknowledges that contract staff for ongoing 
support and maintenance should be limited and will be 
reviewing the possible conversion of contract dollars to 
complement staff to accomplish this. 


“ODOE (Other Direct Operating Expenditure) funds were 
converted to complement staff positions as a result of a 
program approved by Management Board two years ago 
and the ministry is still, within budgetary and complement 
limitations, endeavouring to resolve the issue.’’ 


ompliance with Systems Development Policies 


‘We were pleased to note that compliance by SBSU with 
systems development policies and procedures was found to 
be excellent. Control over the implementation of computer 
program changes in DPSB has been reviewed and 
improvements will be made.’’ 


ecurity Controls — DPSB 


‘Part of the problem with regard to the RACF protection 
was a fault in the systems documentation provided to the 
ministry. Problems which occurred as a result of this error 
have been resolved. DPSB is currently doing a full review 
of the RACF protection levels.’’ 


an Questionable Expenditures, Ministry of Energy 

Net expenditure of the Alternative Transportation Fuels and the 
rergy from Waste/Biomass Activities (Alternative and Renewable 
lergy Program) totalled $8.5 million for the 1985 fiscal year. Regarding 


Pse Activities , we assessed: 


| *the adequacy of internal controls, including compliance with 
established policies, procedures and legislation; and 


*the adequacy of management controls to ensure due regard for 
| economy and efficiency. 

| We concluded that internal controls, including compliance, were 
‘isfactory. For the most part, projects were properly selected, based on established 
teria, and procedures were in place to regularly monitor and evaluate the results 
‘the projects. Consulting services were acquired in accordance with the Ontario 
’nual of Administration. 


t 


| 
} 
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Management controls were generally adequate to ensure due regard fo 
economy and efficiency. However, we noted the following questionable expenditur 


items: 


¢ Approximately $70,000 was paid to a company for the installation 
of special lighting in its greenhouses. However, this funding did 
not meet the objectives of the Program. 


° A company was paid $390,000 for the construction of a gasifier 
which was neither installed nor used to demonstrate an alternative 
fuel source. 


DETAILED COMMENTARY 


Background 


The overall objectives of the Alternative Transportation Fuel 
Activity have been the replacement of petroleum transportation fuels wit 
indigenous energy alternatives, and the promotion of alternativ 
transportation fuel technologies for Ontario industry . 


The overall objective of the Energy from Waste/Biomass Activit 
has been to promote the development and use of Ontario’s renewabl 
energy resources from wood, wood wastes, municipal waste an 
agricultural waste. 


For our review we selected 24 out of approximately 90 projects 
Costs from inception to February 1985 for the 24 projects totalle 
approximately $7.9 million, of which approximately $1.2 million we 
spent during the 1985 fiscal year. 


Payment for Greenhouse Lighting 


In November 1984, the Ministry provided a grant of $70,000 to th 
owner of a greenhouse specializing in the growth of roses. This fundin 
was provided through the Ministry’s general demonstration fund to pa 
part of the installation cost of high intensity discharge lighting and tt 
supporting hydro line and substation. The remainder of the approximatel 
$314,000 total cost was provided by the owner ($233,000) and Ontari 
Hydro ($11,000). 


Senior management informed us that in order to qualify fc 
funding, certain criteria had to be met. In our review of the Ministry’s fundil 
of this project, we found that such criteria were not met. Specifically: 


° The project was not innovative. Similar lighting, installed in 1979 b 
the owner in one of his other greenhouses at his own expense, W‘ 
still in operation. The current grant was provided to enable th 
owner to extend such lighting to his other greenhouses, becau! 
the existing electrical service did not have sufficient capacity 
accommodate the additional load required by this lighting. 
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* The project did not result in a shift from one form of energy to another, 
i.e. there was no conversion from oil or gas to electricity. 


*The project was not given any publicity, nor was there a formal press 
release, to inform the public. Such practices are usual for demonstration 
projects. 


inding of Gasifier Project 
in March 1983 the Ministry signed an agreement with a company to 


ovide approximately $1.5 million over 5 years for a project which 
volved the manufacture, installation and operation of a 350 kw wood 
sifier and engine generator system. This gasifier was designed 
ecifically to burn wood wastes in order to generate electrical power. 
nder the Canada/Ontario Conservation and Renewable Energy 
smonstration Agreement (CREDA), 50 per cent was recoverable from 
Federal Government. Of the total of $390,000 advanced to the date of 
iT review, $195,000 had been recovered under CREDA. 


For the project to be viable, a site had to be identified having a 
ficiently high and constant demand for power throughout the year in 
ler to be economically feasible. The Ministry identified a site in a 
mmunity in Northern Ontario which they believed satisfied all 
uirements. 


| Prior to the signing of the agreement with the company, the 
nistry hired the services of a consulting firm at a cost of approximately 
0,000. In a report dated February 1983, the consultants pointed out 
‘tain deficiencies in the proposed site, such as: 





—significant fluctuations in the demand for power; 


e . 
| —plans by the major user in the community to shut down part of its 
operations; 


—significantly lower power costs than other remote communities; 
any savings, therefore, would be marginal. 


____ In spite of these deficiencies, the consultants recommended that the 
a proceed with funding the project on the basis that it would provide 
eakthrough in gasification technology. 


Subsequently, the Ministry signed an agreement with the company 
h the proviso that if the site was deemed to be inappropriate, the 
apany would be responsible for identifying an alternative site. If such an 
ee site could not be identified, the company would be required to 
> the system and repay the Ministry 50 per cent of the selling price, net 
hperating costs. 


After construction had begun, the company determined that the demand for 
] 


| 
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power at the site greatly fluctuated, thus making the project uneconomical. As 
result the site was rejected and alternative locations were sought. However, no 
could be found which satisfied the requirements for installing the gasifier. 


We understood that the company was in the process of trying 
find a purchaser for the gasifier. 


We were subsequently notified by the Deputy Minister that: 


“With several hundred projects each year, many involving 
new or experimental technologies, it is not surprising that 
one or two would encounter difficulties. 


a) Respecting the Greenhouse, I would agree that this 
project should not have been allocated as part of the 
Alternative Energy Activities nor considered against the 
criteria which were normally used for this area. In our 
restructured programs for 85/86, the Energy 
Management Activity provides a suitable home. 


b) Respecting the Gasifier, it is worth noting that a 
successful project requires: 


—adequate technology 
—a suitable site 
—a willing proponent 


—community acceptance 


To find all of these together is sometimes difficult, and 
the Ministry must accept some risk of project failing. 
Thus, to meet its objectives of promoting appropriate 
technologies the Federal-Provincial Committee 
reviewing the projects under CREDA allowed some 
calculated risk. In this case, as you note, the consultant 
also recommended that the project proceed. 


In our project review and approval process I am 
directing that such concerns or risks be evaluated and 
clearly documented, and that resulting contracts or 
agreements clearly anticipate the need for regular 
review and the possibility of cancelling a project if 
failure becomes evident.’’ 
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3.12 More Economical and Efficient Use of Accommodation 
Warranted, Ministry of Government Services 


Our most recent audit of this Ministry (MGS) included an 
ssessment of the procedures in place to monitor the efficient and 
conomical use of government accommodation. In general, we found that 
rocedures were adequate. However, improvements were required with regard to 
le monitoring of overall utilization of accommodation and compliance with 
Ianagement Board of Cabinet policies. Specifically we were concerned that: 


* Under existing relationships, there was little incentive for 
ministries to declare surplus space. In some instances, 
uneconomical accommodation costs have been incurred. 


* MGS, as a service provider, does not monitor the ongoing use of 
accommodation once space needs have been assessed and met. 


* Ministries are required to declare annually whether the space 
allocated to them has been efficiently used; however, this 
requirement has not been enforced by Management Board. 


The following matters were also noted during our review: 


* The published savings from the Metro Plan Short Term Action 


project were overstated by some $30 million, although almost $7 
million was still realized. 


*A major relocation project was initiated based on only two 
proposals. The relevant submission to Management Board did not 


include a valid financial comparison of the rental value of the 
properties. 


TAILED COMMENTARY 
lickground 


The government is the largest user of accommodation in Ontario, 
Ccupying some 4,430,000 square metres of owned and leased space 


troughout the Province. This space may be subdivided into six broad use 
Ctegories: 


Square Metres 


Institutional 1 772,000 
Office | 087 ,000 
Resources Management 718,000 
Judicial 383 ,000 
Special Purpose 349 000 
Employee Residence 121,000 


4,430,000 
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The Ministry of Government Services is responsible for tt 
acquisition, alteration and disposition of most governmel 
accommodation. The responsibility for planning and control ¢ 
accommodation is shared among several branches within tk 
Accommodation Group as well as with ministries. Expenditures incurré 
by these branches for the provision of accommodation in the 1985 fisc 
year amounted to $141.6 million. 


Controlling the Efficient Use of Accommodation 
Accountability for Accommodation Decisions 


The decision-making roles assigned to MGS and the operatil 
ministries are such that the accountability for accommodation decisions 
fragmented. This makes it difficult to manage the use of governme 
accommodation in an efficient and economical manner. The role of MC 
is to provide accommodation, without charge, in response to minist 
needs and to provide leadership in the development of corporé 
accommodation policies. 


However, because accommodation is provided without charge, operati 
ministries are not financially accountable for their accommodation decisions. The 
is very little incentive for operating ministries to declare underutiliz 
accommodation surplus to their program needs and MGS cannot plan or rearran 
accommodation until client ministries make such a declaration. 


Because of the time and effort needed to reacquire space at a futt 
date , operating ministries may be reluctant to give up space until they ha 
determined their potential program needs. 


Our review of consolidation/relocation projects revealed t 
following instances where space was surplus or underutilized, but had 1 
been formally declared surplus or reported to MGS by the operati 
ministries. 


—The consolidation of various ministries into government owned premi 
in Hamilton resulted in leased premises remaining vacant for periods 
to 3 years, at an estimated cost of about $585,000. This included 1,1 
square metres of vacant space held by a client ministry pendi 
possible future program use. 


—A floor in a government owned building, consisting of approximately’ 
square metres has remained vacant for approximately 3 years. 
client ministry has not declared it surplus, pending possi 
future use. 


In an attempt to provide an incentive for ministries to decl 
surplus or underutilized space, the Planning Branch has introduced a ¢ 
avoidance alteration program which allows MGS to fund the cost 
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terations for client ministries who reduce their space requirements or 
locate to less expensive premises. At present only projects with a 


emonstrated 3 year payback period are eligible to be funded under this 
ogram. 


[onitoring Procedures by MGS 


MGS has been assigned conflicting responsibilities with regard to 
‘€ accommodation portfolio resulting in inadequate assurance that 
overnment accommodation is being utilized in accordance with 
fanagement Board of Cabinet’s policy. 


MGS stresses its role as a service provider, and does not have mechanisms, 
jocedures or the authority to monitor either the overall utilization of the 


commodation inventory or the adherence to Management Board policies by the 
erating ministries. 


| Control by MGS over the use of accommodation is limited to its 
litial review of a client ministry request. At that time client needs are 
esessed, space is allocated based on established guidelines, and suitable 
‘commodation provided. However, the government environment is far 
om static and changes in space requirements are frequent. Without 
miodic monitoring of space usage, control over the utilization of the 
icommodation inventory and compliance with Management Board 
plicies cannot be exercised. Responsibility for monitoring the use of 
sace has been delegated to client ministries by Management Board. 


\onitoring Procedures by Client Ministries 


Our review of the procedures of five ministries occupying over 47 
Ir cent of the government’s accommodation revealed that all five 
Nnistries had procedures in place to monitor and maintain records of their 
wigned accommodation. 


The Ontario Manual of Administration (OMA) requires that each 
‘ent ministry develop internal procedures and conduct periodic reviews of 
{ assigned accommodation to ensure it is being efficiently and 
nomically utilized in accordance with the established accommodation 
sindards . On an annual basis, the OMA requires each ministry to sign a 
aration attesting to the fact that its assigned accommodation is being used in an 
‘(cient and economical manner. 


One ministry had developed formal written procedures for maintaining its 
Nommodation inventory. This included a system of periodically visiting and 
ia, its inventory for underutilized or surplus space. The remaining four 
Nistries either relied on informal procedures or were in the process of formalizing 
bir procedures. 


' However, we observed that the declaration contained in the Statements of 
igned Accommodation did not include a reference to the economical and efficient 


| 
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use of the accommodation assigned to the ministry. Rather, the client ministn 
were only required to certify that the information provided by MC 
accurately recorded the accommodation assigned to the ministry. Althou 
the OMA indicates that Management Board requires a declaration attesting to t 
efficient and economical use of its allocated space, the Board appears to have waiv 
this requirement of the ministries. 


We also noted that the ministries examined did not feel they h 
sufficient resources to conduct periodic field visits to review spac 
utilization. They felt that a space analysis at the time the accommodati 
usage changed, along with the annual comparison of their records to that 
the Accommodation Management Information System, was sufficient 
enable them to sign the annual Statement of Assigned Accommodation. 


We recommended that the requirements of Management Board 
clarified, and appropriate changes be made to the OMA. 


Review and Inspection of Accommodation 


Our review of 20 ministry relocation and consolidation projec 
and the inspection of 48 government-owned and leased premi 
containing 103,000 square metres, indicated that the majority were W 
arranged with due regard for economy and appropriate for the varic 
programs which they support. 


Other Matters 
Metro Plan 


In 1982 Cabinet approved in principle the recommendations 0 
report entitled ‘‘Policy Options for the Provision of Accommodatior 
Metro Plan was an accommodation planning initiative by MGS to addr 
accommodation issues. Specifically, the Metro Plan was divided into fi 
major phases. One phase, termed Short Term Action, affected ministt 
and approximately 150,000 rentable square metres of office space throt 
projects being implemented and scheduled for completion in mid 1984. 


In 1983 Management Board approved this phase, consisting of 
relocations and consolidation projects. The implementation of the Pp 
reduced the number of locations from 48 to 31, and in the process redu 
the required office space by 14 per cent. 


(a) Financial Benefits of Metro Plan Short Term Action 


The reported savings derived from the Metro Plan Short Term Ac 
(STA) were overstated by approximately $30.2 million due to incorrect 
incomplete project analysis. 


In its 1983-84 annual report, the Ministry reported that the Mi 
Plan STA estimated savings accruing to its lease program would be} 
million in present value terms. 
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Our review of the Metro Plan STA revealed that the Ministry had included 
(rtain benefits unrelated to the Metro Plan STA. These benefits resulted from 
e decentralization and relocations of the Ministries of Revenue, 
ransportation and Communications, Government Services and Health. 
onsequently, if these unrelated benefits had been excluded, the savings resulting 
i the Metro Plan STA accruing to the lease program would only have been $6.8 
illion. 


6) Analysis of Alternative Lease Proposals 


One of the major projects was the relocation and consolidation of 
te Ministry of Municipal Affairs and Housing (MAH) to College Park. 


| The submission to Management Board for the approval of the 
gnsolidation of MAH in leased premises at a present value cost of $29.5 
tillion was not supported by a valid and informative analysis of prevailing 
larket rates. 


} 


| In 1983, MAH informed MGS of its desire to have its operations 
onsolidated in a single location. Instead of inviting public tenders, MGS 
ryuested lease proposals from two candidates. A financial analysis of the 
oposals indicated that the present value of the two offers over the term of 
2 lease of 11 years 5 months differed by only $370,000. Based upon this 
nmow difference in the financial analysis and other non-monetary 
nefits, MGS in its submission to Management Board recommended that 
I higher priced accommodation be accepted. Management Board 
iproved the acquisition of the marginally higher priced accommodation. 


| Our audit of the data supporting the submission revealed that the lower 
ced proposal was substantially higher (approximately 50 per cent higher) than 
Wailing market rates in that area. The total net effect over the term, expressed in 
ca value terms, indicated the proposal may have exceeded market rents by 
‘roximately $10 to $13 million. 

| The submission to Management Board did not include a valid financial 
‘nparison of the rental value of the properties. Each property was located bi a 
iferent area, with corresponding different market rates. The analysis did not give 


‘ognition to this disparity. 


We recommended that the Ministry request at least three proposals 
‘1 that submissions to Management Board contain appropriate market 
‘ital rates for all large accommodation acquisitions. 


__ The Deputy Minister responded to our comments and 
‘ommendations on October 24, 1985: 


Ineral 


“We are pleased to note that your inspection of 
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accommodation indicated that space was generally 
efficiently used.” 


Controlling the Efficient Use of Accommodation 
Accountability for Accommodation Decisions 
Hamilton Consolidation 


“The decision to construct the Ontario Government 
Building (OGB), later named the Ellen Fairclough 
Building, in Hamilton derived from the operational benefits 
that would accrue from consolidation as well as the 
opportunity to optimize the Province’s investment in the 
construction of the Hamilton Convention Centre. The 
Hamilton consolidation affected several ministries and 
many locations. Occupancy of the completed building was 
staged to coincide with the construction schedule and the 
availability of finished space within the new facility. 


“Of the 10 leases identified by the audit team, 6 were 
terminated within 4 months of being vacated. Two of these 
leases were extended (2 and 3 months respectively) when 
the planned relocation was delayed due to the new space 
not being finished. In these 2 cases the relocations were 
scheduled to coincide within weeks of the lease 
terminations. Three other leases remained vacant for 9, 13 
and 21 months respectively. In all cases the Ministry 
attempted to terminate the leases, sublet or find other 
Government uses without success. The total cost of carrying 


these three leases to their expiry dates was approximately 
$119,000. 


“Our review of the 10 leases identified by the audit team 
indicates a net carrying cost of less than $380,000, 
substantially less than the $585,000 reported. More than 
half of this cost can be attributed to space vacated in the 
County Courthouse (50 Main Street East) and subsequently 
allocated to the Ministry of the Attorney General. (Part of 
the area vacated consists of basement storage space.) 


‘Approximately half of the office space allocated to the 
Ministry of the Attorney General was occupied almost 
immediately for use as a hearing room. The remaining 
portion, approximately 480 usable square metres, remained 
vacant although allocated. This space could not be returned 
to the landlord nor could it be used for other government 
purposes or sublet because of its location within the County 
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Courthouse Building. In order for this space to be altered to 

| suit the requirements of the Ministry of the Attorney 

| General, project funding had to be supplied by that 

ministry . 


“Until recently, other priorities across the province took 
precedence over the Hamilton space. However, 
construction has begun on the necessary alterations and 
occupancy will take place within the next few months. 


‘The carrying costs for the vacant space noted in the Audit 
Report, although overstated according to our records, must 
be considered within the nature of a major construction 
project, the conditions of existing legal lease agreements 
and the space allocation procedures used by the Province. 

Multi-year construction schedules, phased occupancies and 
multiple tenancies all contribute to coordination 
complexities. It is our opinion that the consolidation of 
government offices in the Hamilton area was carried out 
efficiently and economically within the constraints of a 
project of this size.’’ 


Floor of Vacant Space (790 Square Metres) 


The Ministry of Government Services has no mandate to 
deal with space previously allocated to a ministry until that 
user ministry declares it surplus to its program needs and 
returns the space to MGS for further allocation.’’ 


Monitoring Procedures by MGS and by Client Ministries 


The report states clearly and accurately that MGS ‘does 
| not have the specific authority to enforce or monitor 
| compliance’. . . (This) responsibility for monitoring the 
| use of space has specifically been delegated (by 
| Management Board) to client ministries. 


“It is recognized that effective program delivery or 
productivity in the general sense, relies upon three 
interrelated factors — people, technology and facilities. 
Typically the facility or accommodation component 
represents approximately 10% of the total program delivery 
cost. Inadequate investment in functional physical working 
environments can result in unrealized productivity gains. 


The responsibility or accountability for ensuring e fective 
program delivery must reside with the client ministries. 
Once these users have defined their needs for 
accommodation, it becomes the responsibility of MGS to 
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see that their requirements are satisfied efficiently, 
effectively and economically. The manner in which the 
accommodation is used to support the program delivery 
activities, its ongoing utilization, remains the responsibility 
of the ministry to which it was allocated. 


“MGS, Management Board and the Government have 
recognized the need to review the policies, procedures and 
practices of our real estate activities. Management Board is 
proceeding with the implementation of the 
recommendations of the Study of the Management and 
Accountability in the Government of Ontario. Part of this 
work involves a comprehensive review of the Ontario 
Manual of Administration to clarify its policies and 
procedures. Also, a Review of the Province of Ontario’s 
Real Property Related Holdings has been initiated through 
the office of the Special Advisor to the Premier. This series 
of four projects will provide information and 
recommendations over the next few months. 


‘‘For both of these initiatives, the Ministry of Government 
Services is providing both human resources and technical 
advice especially in those areas related to real property and 
accommodation activities .’’ 


Other Matters 
MetroPlan 
Financial Benefits of MetroPlan Short Term Action 


‘‘MetroPlan was the first large seale complex analysis 
completed by the Ministry. The assumptions while faulty 
were clearly stated. The benefits even after adjusting for 
other factors are Still poSitive. 


‘‘Procedures and guidelines will be developed, as 
recommmended, for future projects of this nature.’’ 


Analysis of Alternative Lease Proposals 


‘The consolidation of the Ministry of Municipal Affairs and 
Housing at College Park has been covered in considerable 
detail in previous audit reports. Although the auditors 
verbally explained their assumptions in calculating that ‘the 
lower priced proposal was substantially higher 
(approximately 50% higher) than prevailing market rates in 
the subject area’, their definition of the prevailing market 
does not acknowledge the requirements of this project. 
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“First the client ministry stated a clear requirement to 
consolidate in one location close to Queen’s Park. Even the 
Bloor Street option would have resulted in the Ministry 
being separated into two buildings. A total consolidation 
was preferred in order to reduce duplication and thereby 
reduce total area (13% achieved). 


‘The locations used by the audit team to establish the 
prevailing market rates could not have provided sufficient 
space to consolidate the client ministry at one location 
without incurring other extensive relocations and costs. 


“The decision made to approve the marginally more 
expensive option, College Park, was based on functional 
and operational benefits to the client including: location, 
layout flexibility, building age and timing. 


‘Although in most cases, three comparable proposals are 
preferable to demonstrate equitable competition, the space 
and locational requirements of the client ministry could be 
satisfied only in the two options analyzed. Both landlords 
were given sufficient notice and opportunities to submit 
competitive proposals and each recognized the importance 
of the lease rate. 


“It should be noted that the consolidation of the Ministry of 
Municipal Affairs and Housing at College Park as 
negotiated by MGS Leasing Services staff with the landlord 
was achieved on time, under budget at no up front capital 
cost to government. The rental rate proposed by College 
Park was analyzed by the Leasing Services staff who are 
active professionals in this highly specialized real estate 
activity. It was their opinion that the proposed rate was 
acceptable within the prevailing office space lease 
market.’ 


Observations re Inspections of Nursing Homes, Ministry of 


Health 


i 


A major part of a recent audit of the Ministry dealt with activities 
lating to Nursing Homes and Homes for Special Care. One of our 
cjectives was to assess the adequacy of existing inspection procedures to 
“sure that Homes comply with the standards of care, safety and financial 
'juirements prescribed in the legislation governing these facilities. 


Although inspection procedures were found to be generally satisfactory, we 
ited the following matters: 
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¢ Unauthorized charges to residents were not adequately followed 

up to ensure refunds were made. 


¢ Many nursing home inspection reports failed to indicate whether 
previously noted deficiencies had been corrected. 


°92 of 279 licensed residential homes inspected did not meet the 
requirements of regulations issued under the Fire Marshals Act. 


DETAILED COMMENTARY 
Overview 


Expenditures during the 1985 fiscal year for Extended Care Health 
Insurance Benefits and Homes for Special Care totalled $251 million anc 
$86.2 million, respectively. 


Extended Care Services are prescribed by the Health Insurance Act 
as insured services when provided by a Nursing Home licensed under the 
Nursing Homes Act. This latter Act which was effective April 1, 1972 
regulates the establishment and operating standards of Nursing Homes in 
Ontario. As at April 30, 1985 there were 331 licensed Nursing Homes 
operating in Ontario with a capacity of approximately 29,500 beds. 


The Homes for Special Care (HSC) program was established ir 
1964 under the Homes for Special Care Act. The program provides 
supervised community accommodations both for patients discharged from 
Provincial Psychiatric Hospitals and for mentally retarded patients 
discharged from Regional Centres. There are approximately 6,00( 
residents in the HSC program. However, 4,000 of these residents require 
nursing care and are accommodated in extended care beds in licensec 
nursing homes. The remaining 2,000 residents, who do not require nursing 
care but need a supervised environment, are accommodated in 273 licensec 
residential homes. 


Inspection Procedures 
Nursing Homes 


A prime objective of the Ministry’s Nursing Home Services Brancl 
is to inspect and license nursing homes to ensure they operate 1 
compliance with existing legislation and that the care provided is i 
accordance with the residents’ needs. Qualified inspectors from fou 
disciplines, environmental health, fire safety, nursing and nutritional care 
carry out inspections of new homes, inspections both before and after the 
sale of homes and at the time of annual licence renewal. In addition 
follow-up inspections are performed where necessary , and any incidents 0 
complaints concerning the operation of homes are investigated. Th 
Branch’s operating costs amounted to $2.2 million in the 1985 fisca 
year. 
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Our audit focused on an examination of the inspection files 
Mintained at head office for each region and a review of reports issued by 
1e internal audit branch on specific nursing homes. 


) Uninsured Services 


By regulation residents must be informed of services provided by a 
ursing home which are not insured services under the Health Insurance 
Act and the cost for these services. In addition residents are to be charged 
mly for those services which they indicate in writing they wish to 
Secive. 





The internal audit branch conducts about 20 audits of individual nursing 
omes each year. Our examination of internal audit reports issued in 1984 indicated 


iat there were several instances where residents had been charged for uninsured 
rvices without their written authorization. 


The amounts identified by the internal audit branch were based ona 
»st of a selected sample of residents. It was recommended that the Nursing 
lome Services Branch require the specific nursing homes to review all 
arges for uninsured services, to ensure that written authorization had 
cen obtained and that refunds had been made to residents who had not 
iven written authorizations to the home. We found that after the initial 
orrespondence between the Branch and the nursing homes there was frequently no 
vidence that the situation had been corrected. 


We also noted that in some instances lack of written authorizations 
yr uninsured services were cited by inspectors in the course of their 
)utine inspection of homes. However, in these cases, homes corrected the 
eficiencies by obtaining written authorizations from residents or their 
‘presentatives. There was therefore an inconsistency in the treatment of 
2ficiencies found by the inspectors or by the internal audit branch. 


| The regulation covering uninsured services only requires that 
isidents be informed of these services and that charges may only be made 
here the residents indicate in writing that they wish to receive these 
‘tvices. The propriety or fairness of the charge is not covered by the 
bgulation. We noted that one nursing home was charging an 
dministrative fee for the maintenance of residents’ trust accounts and for 
fe completion of forms on behalf of residents such as GAINS 
aplications, and adding a surcharge to purchases made on behalf of 
Isidents. In addition, a fee of $150 was charged to a resident wishing to 
lave the home. 





| We recommended that: 


*the Ministry review the policy regarding the regulations with a 
; view to ensuring a consistent application of corrective measures 
| where deficiencies are noted; 
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*the Ministry reemphasize to nursing homes that they have the 
responsibility to inform residents of the cost of uninsured services, 
and that written authorization be required from the residents or 
their representatives before such charges can be made; 


econsideration be given to a requirement that nursing homes 
demonstrate to the Ministry the reasonableness of charges made 
for uninsured services, given the assigned responsibilities of 
nursing home operators for the welfare of their residents. 
b) Documentation on Follow-up of Deficiencies | 
Our examination of inspection files at head office for the three regiona’ 
inspection offices indicated that documentation was often inadequate to show 
whether deficiencies noted at the previous inspection had been corrected. We founc. 
that in some cases inspectors used the previous deficiency report for. 
follow-up, and reported specifically on the current status. In other cases 
there was a general comment that all deficiencies reported at the previous 
inspection had been cleared, or the current inspection report showed ne 
deficiencies and consequently it had to be assumed that previously citer 
deficiencies had been corrected. | 


In discussing this matter with the Director of the Branch it wai 
acknowledged that an improvement was necessary in the documentation 0 
inspections to ensure that the current status of previously noted deficiencie: 
was precisely documented. 

The Director pointed out that a computerized system was beiny 
implemented which would create and maintain a data base of al 
inspections performed and deficiencies of each nursing home. This systen 
would assist inspectors in their work by providing them with relevan 
information and previously noted deficiencies in homes, and afford hea 
office staff and regional office supervisors improved control am 
coordination of the inspection process. 


Licensed Residential Homes 


The inspection and licensing of residential homes established unde 
the Homes for Special Care Act is the responsibility of the Mental Healt 
Operations Branch. The standards set by the legislation are not as extenslV 
as those under the Nursing Homes Act as residents do not require qualifie 
nursing care. In late 1984, prior to the 1985 licensing renewal year, th. 
Branch contracted with a private firm for the inspection of these homes fc 
compliance with the standards of fire safety and environmental healt 
contained in the legislation. 


A total of 279 homes were inspected at a cost of $63,000. Licenc 
renewal was recommended for 237 homes and the remaining 42 requilt” 
correction of deficiencies and follow-up prior to licence renewal. Befot. 
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cence renewal, six of these homes ceased operations. As at the end of 
ily 1985, 266 licences had been renewed with seven held in abeyance 
ending receipt of a report on the correction of deficiencies. 


The private firm reported that 92 of the 279 homes inspected required 
grading to comply with the regulation issued under the Fire Marshals Act. 
Ithough the date for compliance with this regulation is within one year 
om its effective date (April 1983), an additional extension of two years 
4 compliance may be granted by the Chief Fire Official. Despite the fact 
at it is the responsibility of the owner of the home to comply with the fire 
gulations, it is in the best interests of the Ministry which places residents 
these homes to ensure full compliance. 


We therefore recommended that the Ministry ensure that its 


sensed residential homes are upgraded in accordance with the regulation 
ider the Fire Marshals Act. 


The foregoing matters were reviewed in draft form with officials of 
Ministry. However, no formal report had been issued as at September 
), 1985. Therefore, we are unable to present the Ministry’s views on the 
atters raised. 


14 Weaknesses in Administration of Minicomputer Contract, 
Ontario Government Pharmacy, Ministry of Health 


As part of a recent Ministry audit, we assessed whether adequate 
ocedures were used to acquire a minicomputer and related software for 
2 Ontario Government Pharmacy (OGP). 


We concluded that, although the procedures used for the selection and 
oroval of the supplier of the minicomputer and related software were generally 
isfactory, there were weaknesses in the ongoing administration of the contract. 


* A satisfactory performance bond was not supplied by the vendor 
as protection to the Ministry. 


* The vendor was unable to complete the work for the contracted 
price or within the specified time frames, resulting in extra 
contract and Ministry staff costs of $415,000 and lost operational 

| savings of $420,000. 


TAILED COMMENTARY 
ckground 


The OGP is a centralized warehousing and distribution operation of 
_ Supply and Services Branch of the Ministry. It was established in 1968 
provide laboratory , pharmaceutical and related medical supplies to 
tario government ministries and publicly funded agencies and 
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institutions at substantial reductions in costs. The OGP had a complemen 
of 41 staff and administrative expenditures totalled $1.5 million for the 
1985 fiscal year. Purchases and sales of supplies during the same year were 
$23.1 million and $24.2 million respectively and the average monthly 
inventory was $6 million consisting of 80 per cent biologicals, vaccines 
and drugs and 20 per cent non-drugs and supplies. | 


Acquisition of New Minicomputer 


In October 1977 a minicomputer was installed at the OGP to handle 
order processing, inventory control, invoicing and accounting functions: 
Our review of this system in the 1979 fiscal year indicated many problems 
with management and financial controls. The problems were attributed tc 
the limitations of the system. | 


A consultant’s study of the OGP carried out in 1981 reemphasizec 
these problems and established the need and justification for a replacemen 
minicomputer system at an estimated cost of $475,000 (hardwar« 
$188,000, software $287,000). The consultant also identified certair 
financial benefits from the new system such as a reduction of $1.7 millior 
in the average monthly inventory, and $93,000 annual savings 1 
transportation and operating costs. | 


On April 23, 1982, a Request for Proposal for a minicompute 
system was released to vendors by the Ministry of Government Services, 
Eight proposals were received with prices ranging from approximately 
$228 ,000 to $1.2 million. The proposals were assessed by a committee 0 
Ministry of Health staff and a representative from the Ministry 0) 
Government Services. Based on the evaluation of proposals, Managemen 
Board approved the award of a contract on September 21, 1982 to the 
lowest bidder at an estimated cost of $228,000 (hardware $156,000 
software $72,000). This price was identified by the vendor in his proposa' 
as being based on adapting functionally similar software which had beei 
custom built by the vendor for other clients. | 





Although the procedures used for the selection and approval of the supplie’ 
of the new minicomputer and relevant software were generally satisfactory, ther 
were weaknesses in the ongoing administration of the contract. | 
Performance Bond | 


The Ministry received a standard performance bond dated April 14 
1983 from the vendor covering the contracted cost of the project. On Jun 
10, 1983 the Ministry of Government Services, which was assisting th 
Ministry of Health on the project, returned the bond to the vendor becaus | 
its conditions were not in accordance with the bond requirements in th 
contract. The vendor was unable to obtain a suitable replacement performanc 


bond as the bonding conditions set out in the contract could not be met due to y 
| 


: 
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mall size of the vendor’s operation. As more fully explained in the next section, the 
ond was cancelled at this time. 


‘ontract Administration 


On at least three occasions, (March 1983, October 1983 and 
anuary 1984) the vendor approached the Ministry for significant 
dditional funding due to the vendor’s perception of the increased 
omplexity of the system. 


The vendor’s requests for increased funding to January 1984 
talled $61,000 for hardware and software enhancements. The Ministry 
uthorized the increased costs and the vendor reaffirmed his obligation to 
omplete the project for the new budget ($228 ,000 plus extras $61,000). 
lowever, the Ministry had the following concerns about the project. 


* The ability of the vendor to complete the project for the agreed 
price was in doubt. 


¢ Although about $99,000 had been paid to the vendor for the 
completion of phases defined in the contract, none of the 
completed application software had been delivered to the 
Ministry. 


¢ The vendor had expressed concerns regarding the ability of the 
originally proposed hardware to meet the stated performance 
requirements. 


Further progress payments totalling $26,000 were made to the 
ndor. On August 14, 1984, the vendor submitted an invoice for 
938 ,000 less the $125,000 previously paid. The vendor indicated in a 
ering letter that an additional cost of $75,000 would be needed to 
plete the project. Payment of the invoice was declined by the Ministry. 
1 August 24, 1984 the vendor ceased all activity on the project and laid off his 
iff. 


Four days later the project manager at the Ministry of Health called 
© surety company to verify that the performance bond was still in force. 
= was advised that when the bond was returned by the Ministry of 
Xvernment Services the covering letter dated June 10, 1983 was used as 
thorization to cancel the bond. Apparently this was the first time that the 
inistry of Health became aware of the cancellation of the bond. 


On September 24, 1984 a Ministry of Health Steering Committee 
viewed the eight original bids for the project. It concluded that 
tendering of the project would cost in excess of $500,000 and the project 
duld take over two years to complete, and that the $125 ,000 already paid 
the vendor would probably be unrecoverable. Consequently , the 
mMmittee authorized a negotiated settlement with the vendor in exchange 
‘delivery of all completed software applications to the Ministry. 
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The hardware was to be purchased from the manufacturer directly, 
and completion of the project was to be effected by the Ministry’s own 
staff. After negotiations with the vendor and submissions to Management Board in 
November 1984 and March 1985, approval was received to revise the contract cost to 
$453,000 (hardware $173,000 software $280,000). At March 31, 1985, payments 
totalling $407,000 (hardware $127,000, software $280,000) had been 
made. 


We estimated that by the revised implementation date in December 
1985, the Ministry will have incurred an additional $190,000 for 
consulting services and Ministry staff time to complete the remaining 
phases of the project. The total cost of the project was therefore estimated at 
$643,000, an increase of $415,000 or 180 per cent over the original contract price of 
$228,000. 


As a result of the problems experienced, implementation of the 
minicomputer system was delayed by 18 months. Given the estimated savings of the 
new system indicated in the 1981 consultant’s feasibility study (reduction of $1.7 
million in monthly inventory and $93,000 in annual transportation and operating 
costs), we estimated that the delay had cost the Ministry $420,000 in lost savings. 


On October 25, 1985 the Deputy Minister replied to our comments 
as follows: 


Acquisition of New Minicomputer Performance Bond 


‘In retrospect the type of forfeiture bond requested was 
unrealistic as most vendors would not be able to obtain one. 
Standards for performance security on future contracts are 
currently under review by our Legal Branch in consultation 
with M.G.S.’° 


Contract Administration 


“The funding increases requested in March of 1983 were 
for functional enhancements in accordance with the change 
control provisions of the contract. The Ministry first 
became aware that the vendor was having difficulty in 
completing the contract for the agreed price ina meeting of 
July 25, 1983, more than three months after the contract 
was signed (April 11, 1983). 


‘At the time the contract was signed, there was no 
indication of any problem with the project, and no question 
of whether to continue with the services of the vendor. No 
payments were committed or flowed prior to the signing of 
UIC CONC Ch: ake 
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‘The original feasibility study estimated a total cost of 
$475,000, comprised of $188,000 for software de velopment 
and $287,000 for hardware. 


“The successful vendor submitted a total bid of $228 ,000 
comprised of $156,000 for hardware and $72,000 for 
software. This estimate was considerably less than the 
feasibility estimate because the vendor proposed to take 
existing software which was performing similar functions, 
and adapt it to meet our system requirements. (This 
approach was also used by other bidders.) However, as 
work progressed, it became evident that additional 
uncontracted enhancements were necessary to meet 
management's needs, at a cost of $61,000. 


“The Steering Committee reevaluated the entire project 
when it became clear that a modified software package 
could not meet our requirements. At the same time it was 
decided that different hardware would be more appropriate 
to meet Ministry future requirements. 


‘Management Board of Cabinet subsequently approved the 

purchase of hardware for $173,000 and payments to the 
original vendor for software work to date of $280,000 for a 
total of $453,000. 


‘In order to make the software that was delivered by the 
original vendor operational for the new hardware the 
Ministry had to go through a process of conversion testing 
and completion. The costs are included in the $190,000 
estimate of additional costs to be incurred by December 31, 
1985. Of this amount approximately $54,000 relates to 
project management and technical consulting, $56,000 
relates to conversion and testing, and $80,000 relates to 
completion of the unfinished software applications. 


‘‘The attached table outlines these costs. 


Hardware ei oftware Total 





eit $163,000 $287,000 $475,000 
Contract $156,000 $ 72,000 $228,000 
Enhancements 20,000 41,000 61,000 


Additional approvals to 
recognize greater 
customization requirement (3,000) _167,000 _ 164,000 


$173,000 $280,000 $453,000 
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Completion of 


Software Development —- 80,000 80,000* 

Conversion and Testing eae __ 56,000 56,000* 

Software Costs 173,000 416,000 589,000 

Project Management and 

Technical consulting Sear 54,000 54,000* 
$173,000 $470,000 $643,000 





*TOTAL $190,000 


3.15 Improvements Required in Operations, Forest Management 
Activity, Ministry of Natural Resources 


Net expenditure of the Forest Management Activity of the Resource 
Products Program for the 1985 fiscal year totalled $143.0 million. Ar 
objective of a recent audit of the Activity was to assess the adequacy of the 
management controls in place to ensure due regard for economy and 
elliCieney. 


We concluded that generally, there was due regard for efficiency, and tha 
the staff were dedicated to accomplishing forest management objectives. 


We also concluded that controls to ensure due regard for economy were, fo 
the most part, adequate. For example, adequate procedures were in place for thi 
hiring and monitoring of contractors involved in site preparation and tree plantin; 
on Crown land. However, we did note several areas where the controls, particularh 
those relating to agreements with private growers and expenditures incurred unde! 
Forest Management Agreements, warranted improvement. Examples of our mor 
significant observations were as follows: 


¢ Significant weaknesses were observed in the selection of private 
growers in three of the four northern regions. 


¢ There was no incentive for growers to keep costs down because the 
higher the cost the higher the grower’s profit. 


*Over the last five years actual tending had been significantly 
below targeted expenditure levels. 


°Forest Management Agreements (FMA’s) do not include a 
provision allowing the Ministry access to company records of road 
construction costs. 


¢Infrequent assessments of the quality of FMA. silvicultural 
activities could adversely affect the successful regeneration of the 
Province’s forests. 


* Deficiencies were noted with respect to the Ministry’s forest 
management information systems. 


We are not including our detailed commentary, since we have bee 
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4vised that both our complete report and the Ministry’s response will be 
bled in the Legislature by the Minister in November. 


16 Need for Improved Audit and System Controls, Retail Sales 
Tax Branch, Ministry of Revenue 





Retail Sales Tax revenue amounted to $4.4 billion or 18.6 per cent 
( total provincial revenue for the 1985 fiscal year. This tax revenue is 
ised under the authority of the Retail Sales Tax Act, which imposes a 7 


} 


cent tax on most retail sales. The Act is administered by the Ministry’s 
2tail Sales Tax Branch. 

An audit of this Branch included assessments of the adequacy of 
‘ntrols over the maintenance of the computerized tax roll and procedures 
tablished for the collection of unpaid accounts. 


In this regard, we concluded that controls were adequate to ensure that the 
« roll is accurately and completely maintained. F urther, controls over the 
‘lection of accounts were relatively effective. 

} 


| We also assessed: 
| . . 
| * The overall ability of the Branch’s audit function to: 

—foster compliance with legislation by those vendors audited, 


and 


—encourage voluntary compliance by those vendors not selected 
for audit; and 


*The adequacy of internal controls, including compliance, data 
integrity and security over the development, maintenance and 
operations of the Branch’s vendor information system, BASYS. 


| Our conclusions and findings were as follows: 


le Audit Function 


1) The audit function has been reasonably successful in fostering 
legislative compliance by those vendors it audits. However, 
there were certain areas of concern which we felt should be 
addressed in order to improve efforts in this regard. 


° The skills and classifications of auditors had not kept pace 
with the additional demands imposed by a more analytical 
audit approach, more complex EDP systems and more 
sophisticated tax-wise vendors. 


* After being audited, vendors are sometimes allowed to 
voluntarily remit taxes owing without interest or penalty. 
Controls were not adequate to ensure that all such amounts 
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are collected or to monitor the extent of both the use of such 
policy and of any penalties and interest foregone. 


2) We felt that audit coverage was inadequate to encourage 
voluntary compliance by those vendors not selected for audit. 
Our concerns were as follows: 


eIn recent years, resources and efforts devoted to auditing 
vendors have substantially decreased, despite the fact that 
audit is a primary means of narrowing the ‘tax gap’. 


¢ Although large vendors are covered more frequently, less than 
two per cent of the vendor population is covered each year. 


¢ Because of resource constraints and the difficulty of 
measuring the effect of audit on voluntary compliance, audit 
activities have continued to concentrate on those vendors likely 
to yield larger assessments at the expense of broader 
coverage. 


BASYS Information System 


°Internal controls and compliance with established policies and 
procedures were adequate, with the exception of the 
implementation of changes to the system. 


°Important data errors previously reported in internal audit 
reports had not been corrected. 


¢ Security controls over the systems and data were reasonable with 
the exception of physical security over the communication 
equipment. 


DETAILED COMMENTARY 
Overview 


The Retail Sales Tax Branch, consisting of approximately 4) 
people, is organized to carry out the following functions: 


—collection of tax revenue from vendors (Revenue Contro 
Services); 


—enforcement of compliance with legislation (Audit); 


—provision of advice and interpretation of the Act (Services al 
Legislation); 


—research pertaining to legislative matters (Legislation). 


| For the 1985 fiscal year, total Branch expenditures were $21 
million, of which $14.1 million related to salaries and employee benefit 
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| The entire operation is supported by a large and highly 
ophisticated computer system called BASYS (Computer Based 
nformation System). The system maintains the tax roll of over 200 ,000 
endors, records payments, triggers collection activities for delinquent 
ecounts, and is used to assist in the selection of vendors for audits. 


| The basic philosophy of the Ministry has been to encourage and 
qaximize voluntary compliance by taxpayers through ‘soft services’ as 
pposed to ‘hard’ enforcements. Some of the measures are: 

| 





—improved information on tax changes (publication of bulletins, 
holding seminars, etc.); 


—visits by service officers (non audit); 
—improved monitoring of voluntary payments. 


| These services are primarily directed at the small businesses, which 
»~present approximately 120,000 or 60 per cent of all vendors and 
ontribute approximately $500 million in revenues. To reinforce this 
hilosophy, the Ministry has established a Special Vendor Assistance 
rogram (SVAP) in addition to its regular service function. The SVAP 
‘presentatives visit, instruct and ‘correct mistakes’ of approximately 
5,000 vendors who were affected by the 1982 budget extension of Retail 
ales Tax. 





THE AUDIT FUNCTION 
iescription of the Function 


| The audit function’s role is to ensure that taxpayers comply with all 
ilevant aspects of the Retail Sales Tax Act and report the correct amounts 
a their returns. Audits have a twofold impact on the vendor population. 
he immediate impact is upon the vendor subjected to the audit, and may 
isult in direct revenues to the Province. Secondly , and probably of more 
‘gnificance, is the awareness of other vendors that audits are being done. 
Nis awareness usually encourages voluntary compliance. The Branch 
lfers to revenues based on such voluntary compliance as ‘indirect 
Ivenues’. 


The audit function is divided into the Industrial Services Unit (ISU) 
ad General Audit. ISU’s mandate is to service the 1,500 largest vendors , 
he operations of these vendors are large and complex, and the audits tend 
{ occupy a number of auditors over a prolonged period of time. General 
ludit handles the remainder of the vendors, whose operations are far 
naller and tend to be less complex than those reviewed by ISU auditors. 
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Consequently , the majority of these audits only require the engagement ¢ 
one auditor for a few days. 


The auditor’s responsibility is no longer confined to identifyir 
errors and problems, but also includes explaining their origin. Fi 
example, an audit uncovering an error which is based on 
misunderstanding of Retail Sales Tax (RST) legislation can be compared 
audits of similar vendors in order to determine the nature and extent of tl 
problem. This then provides an ongoing mechanism whereby the R& 
legislation can be continually improved and made more readi 
comprehensible to the vendors. The approach thus ensures not only th 
audits yield direct revenue but also facilitate voluntary compliance, th 
indirectly increasing revenue for the Province. For the 1985 fiscal year, tl 
Branch expected to raise $29.6 million by way of direct revenue and $52 
million by way of indirect revenue. 


To help select vendors for audit, the Branch has developed 
computerized information system which divides the entire vend 
population into 230 profile codes. The codes segregate the vend 
population by type of business, average remittances and delinquency rate 
The codes also indicate whether, based on prior direct or indust 
experience, a vendor poses a greater risk of tax evasion of 
misinterpretation of legislation. 


The audit selection process also considers direct referrals made | 
other groups within the Ministry/Branch, such as Revenue Control a 
Services field officers. 


Audit Abilities vs. Increased Demands 


Based on our discussion with the Branch management and our observatio 
and review of various study documents, there was a gap between the expected le' 
and the actual performance of field auditors. 


Our enquiry and interviews with senior personnel in the audit functi 
revealed that many auditors were failing to perform up to the desired level and | 
current salary scales and travel requirements were not attracting or maintaini 
better educated /trained auditors. A position paper prepared by the Branch 
December 1983 indicated that: 


(i) The Branch had no State-of-the-Art Electronic Data Processi: 
expertise within the audit function. For large ISU vend 
audits, this expertise is essential. 


(ii) Many incumbents in the audit positions had very Itt 
enthusiasm for additional training and were ill equipped } 
additional responsibility. 


The position paper also stated that this state of affairs had 
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bjective of increased voluntary compliance. The only possible solution 
a by the position paper was to upgrade the classification of audit 





aff and recruit more qualified/trained auditors who would have a positive 
npact on the entire environment and thus improve the morale and overall 
‘fectiveness of the function. 


A comparison of the remuneration paid to various auditing groups 
dicated that the salaries offered by the Branch were significantly lower 
an, for example, the remunerations of senior Federal Sales Tax 
i= 

letter Control and Monitoring of Self-Assessment Practices Required 
Financial controls were not adequate to ensure that all self-assessed amounts 
ve received by the Province. Further, monitoring of the use of the 
vlf-assessment policy could be improved. 


Subsequent to an audit, if a vendor is found to be owing tax 
oneys, the vendor may, depending on the circumstances, be asked to 
mit the amount with the next payment instead of a tax assessment being 
ised. This is termed ‘‘self assessment’’. The Branch has endorsed this 
actice in order to develop better long-term relationships with vendors. It 
‘sO allows the Branch to forego penalties and interest where, in the 
oinion of the auditor/supervisor, the vendor has made a genuine effort to 
omply. 


The drawback with this practice is that, although a record is 
‘aintained in the BASYS system, the amount owed does not become a 
jurt of the ‘‘Accounts Receivable’’. Therefore, if the amount remains unpaid, 
} organized follow-up process is triggered. In addition, when the payments are 
iceived they cannot be matched with outstanding assessments in the computer 


‘stem. 


| The onus remains on the individual auditors to follow up. Although our 
sting indicated that the larger self assessments were followed up by the individual 
‘ditors, the remission of smaller assessments was left to the discretion of the 
\ndors. 


Our examination of a sample of 80 vendor audit files revealed 10 
oe where the vendors were self assessed; 6 were over $1,000 each, 
icluding two in the amounts of $11,000 and $136,000. In both of these 
Irger cases, we understood that formal assessments were not raised 
‘cause under subsection 17(3) of the Retail Sales Tax Act they would also 
ive to be assessed for an equivalent amount of penalty for non-collection 
(tax, which was not considered warranted in the circumstances. We were 
vised by Management that the action taken in these two instances was 


| 
{ 
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consistent with the Branch policy. These amounts were subsequenth 
followed up by the auditors for payment. 


From the sample of files reviewed, it was apparent that the amount 
involved and circumstances under which this policy was applied varie 
greatly. We were informed by Management that, because each situatio 
must be dealt with individually, stringent guidelines on the use of th 
policy were not desirable. In our opinion, effective monitoring control 
should be in place to prevent any inconsistencies or misuse. W 
recommended that the Branch: 


—institute procedures to facilitate monitoring of actual payment 
and matching them to the self-assessed dollars; 


—periodically review documented rationale for the use ¢ 
self-assessment as part of the audit quality control process, and 


——maintain an ongoing record of self-assessed dollars as a basis fe 
periodic review of the impact of Branch policy to foreg 
legislated penalties. 


Tax Gap 


Recent studies by the federal government have indicated that Canadian ta 
authorities are facing a large and increasing ‘tax gap’ (the shortfall between the ta 
revenues that the jurisdiction actually receives and the tax revenues that it is legall 
entitled to receive). It is extremely difficult to estimate the tax revenue 
foregone from unreported transactions. However, federal estimates fro1 
all tax sources have placed the federal tax gap at $9 billion, based on a 
‘underground economy’ in Canada estimated to be $40 billion. Using th 
results of this and other studies, and based on the relative size of th 
economy and tax revenues from various sources, it is not unreasonable t 
expect that the tax gap in Ontario with respect to retail sales tax could t 
anywhere from $300 million to $1 billion. Although audit is a primary meal 
of narrowing this gap, resources and efforts devoted to auditing vendors in Ontar 
have decreased substantially in recent years. 


Inadequate Audit Coverage 


During the 1985 fiscal year, the Branch planned to carry 0l 
approximately 4,500 audits, representing roughly 2 per cent of tl 
registered vendors. We were concerned that this level of coverage may not I 
sufficient to meet Management’s program objectives. 


Statistics maintained by the Branch indicated that the coverage in Ontario’ 
probably the lowest among all provinces in Canada. Although a straigl 
comparison of figures may not always be meaningful, as there could t 
significant variations in interpreting what constitutes an audit, tl 
differences in the raw figures were striking. For example, the Province ‘ 
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Mebec covered 6 per cent of the vendors during 1983-84, whereas Ontario 
overed only 1.6 per cent of vendors during the same period. 





| An external study conducted in the 1960's Suggested that 
pproximately 15 per cent of the vendors should be audited annually. This 
og was based primarily on pure economic considerations. That is, the 
judy determined that up to the 15 per cent level, there is still more revenue 
Bierated from audit activities than the cost of conducting them. Auditing 
eyond the 15 per cent level would result in diminishing returns to the 
inisdiction. 


; 


One of the major implications of low coverage is that the audits 
nd to concentrate on high yielding vendors (where there are likely to be 
irge assessments) in order to maximize direct audit revenue. However, the 
mphasis on high yielding vendors localizes the audit impact and hence 
1ils to encourage wider voluntary compliance in accordance with 


lanagement’s stated objectives. 


| A study carried out in 1981 by the Revenue Operations Research 


ranch of the Ministry recommended increased audit coverage to foster 
ompliance. Subsequently, the Ministry made a submission to Management Board 
( Cabinet requesting increased resources for audit. This submission was 


usuccessful. 


| Over a number of years, due to general budget constraints, the 
linistry has redirected staff from audit to other functions. Between 
973-74 and 1983-84 the number of auditors has decreased by over 56 per 
ent while the number of registered vendors has increased 52 per cent. The 
(ble below illustrates the trend. 


| 1973-74 1983-84 

| No. of Audit Staff 242 161 

No. of Audits 16,040 3,085 7) 
Revenue Assessed $19.2 million $21.3 million 
| Vendor Population 130,000 197 ,000 


| Although the impact of inflation and legislative changes should be 
onsidered in this comparison, it is interesting to note that, despite a drastic 
atback in the number of audits conducted, the level of direct revenue 
ésessed had been maintained. This indicated that audits had concentrated 
Q high yielding vendors. In 1984-85 it was expected that direct revenue 
ésessed would be $29.6 million with no major change in the number of 
adit staff. Thus the trend towards reliance on high yielding vendors has 
ontinued. 


leasurable Revenues vs. Achievement of Branch Objectives 


Branch management had set a target for indirect revenue increases 
¢ $52.4 million for the 1985 fiscal year. However, audit management had 
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focused attention on increasing direct revenues, not only because of resour 
constraints, but because direct revenues were more measurable. 


As stated earlier, indirect revenue results from an increase in tt 
rate of voluntary compliance. Efforts to increase indirect revenue mé 
involve various factors such as: 


—better education of vendors/taxpayers through holding seminar 
mailing bulletins and visits by Service and Special Vendi 
Assistance Program Officers; 


—more scientific approaches to audit selection; 
—increased audit coverage; and 


—more rigorous collection procedures, including early prosecutic 
and seizure of assets. 


Clearly, it is the collective effort of all sections of the Branch th 
affects voluntary compliance. Therefore, any action or inaction by any o1 
section tends to have an impact on the compliance rate. 


It is extremely difficult to quantify the impact of efforts to increai 
indirect revenue. There are a number of variables such as changes 
economic conditions, commodity mix, legislation and vendor attitud 
which are partially or totally beyond the control of the Branch. TI 
quantification process becomes even more subjective when an attempt 
made to isolate the impact of any one of the Branch functions on the overe 
target. 


Given these complexities, it is not surprising that we were unable to obta 
any supporting analysis to rationalize Management’s 1985 indirect revenue target 
$52.4 million. 


Consequently, management of the audit function regarded tl 
measure to be beyond their control, and thus outside the scope of the 
accountability. It was only the direct revenue component of the tol 
budgeted revenue increases for which they felt responsible. This, togeth 
with the increased target for direct revenue, contributed to Management 
maximization of short-term gains (direct revenue) at the expense of t 
long-term (indirect revenue) objective. 


BASYS INFORMATION SYSTEM 
Description of the System 


This computer-based information system (BASYS) is used f 
recording, storing and computing information concerning t 
administration of the Retail Sales Tax Act. It provides both on-line a 
batch processing capabilities in support of Retail Sales Tax Branch (RST 
operations through 14 district and service offices located throughc 
Ontario. 
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BASYS was developed by the Ministry and implemented as an 
derational system in the summer of 1982 at a cost of approximately $2.5 
ullion. While the main computer processing for the System is 
complished at the Queen’s Park Computing Centre, the RSTB is 
‘sponsible for its operation and ongoing maintenance. 


sadequate System Change Control 


Consistent approval and monitoring of all changes that are made to 
‘system and its computer programs is absolutely essential to maintain 


rong internal control. Should such control not be provided, the risk of 


‘roneous or unauthorized changes being made to the system cannot be 
sessed. 
| Management Systems Branch (MSB) provides a formal system 


aange control procedure employing a Work Request Form that facilitates 
ithorizations and approval of systems work and changes to the user 
tanch application systems. Also, the RSTB had established a procedure 
fr the use of the MSB Work Request Form in order to monitor any 


“stems work performed. 


| However, these procedures were not complied with and the monitoring of 
canges to the BASYS programs was not controlled on a consistent basis. 


We conducted a detailed review of 21 out of 86 known program/module 
canges made during 1984. Of these, 10 were not supported by a proper Work 
I:quest Form nor had they been approved by RSTB management. 


| We recommended that the RSTB review the monitoring process of 
te changes made to the system and ensure that all changes be properly 
cthorized, approved and tested before implementation. 


rors in Important Data 


The internal audit group of the Ministry identified various data 
tors which occurred during the past two years in the BASYS database. 
\e found no evidence of corrective actions having been taken since the internal audit 
ports on the data integrity had been issued. A work order to improve the data 
itegrity had been prepared, but was assigned a low priority by RSTB and 
\as still outstanding. 


In our opinion, the data errors should have been assessed in terms 
( the effect they could have on the operational and management needs of 
t> RSTB. For example, if an active vendor 1s erroneously assigned an 
iactive code, this vendor will be excluded from the population for audit 
‘lection and filing returns. Our follow-up of the internal audit findings 
'vealed that three active vendors in a limited sample had been assigned 
tive codes. 


We recommended that RSTB take immediate action to assess and 
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correct errors of important information within the data base that coulc 
affect the operation and management of RSTB. | 


Inadequate Physical Security 


Physical security over the three communication control units located in th 
Oshawa office was inadequate. | 


The communication control units, which are similar to a telephon 
switchboard, enable 96 computer terminals located in the Oshawa office ti 
access the Queen’s Park Computer Centre. These communication control unit 
were in an open area adjacent to a photocopy machine. The panel doors on thes 
units could not be locked, thus providing easy access to the switches inside them. J 
would be possible for an unauthorized individual to manipulate th 
switches to: 


allow a non-authorized terminal to be connected to the BASY: 
database; 


—disconnect any terminal; or 
—switch terminals from one application system to another. 


We recommended that RSTB management take action to secure th 
communication control units. 


The following reply was received from the Deputy Minister 0 
August 12, 1985: | 


The Audit Function 
Audit Abilities vs. Increased Demands 


“The Branch is well aware of the fact that more complex 
EDP. systems and more tax-wise vendors have left us 
somewhat vulnerable. As a result, the Branch has been 
giving priority to audit candidates possessing EDP. skills 
when we are conducting competitions. The Branch is also 
examining the courses of action available to upgrade 
current employees and a report on this will be ready within 
the next few months. 


“This classification issue has been discussed with the 
Assistant Deputy Minister and the Director of Personnel 
Services Branch. It is our understanding that the Audit 
Services Branch will be performing an audit on the audit 
positions within the Tax Revenue and Grants Program as a 
result of this issue.’’ 


Control and Monitoring of Self-Assessment Practices 


‘Audit operating policy dictates that audit files remain 
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uncompleted until the deficiencies found during audit have 

been corrected by the vendor and all self-assessed amounts, 
usually of nominal amounts, have been scrutinized and 
accounted for and the vendor’ s account monitored. 





‘We believe that this form of control as utilized provides 
sufficient control for self-assessed taxes of nominal amounts 
and enhances the audit function as being sensitive to the 
| Ministry's objective of improved client/vendor service to 
complying vendors.’’ 





ix Gap 


‘Resources and efforts devoted to audit decreased 
substantially during the latter part of seventies due to 
constraints within the Government as a whole. 


~~ =. 


| ‘As a result of representations to Management Board and 

| internal reorganizations within the Branch, we have been 

| able to increase our audit complement positions by 61 over 
the past few years.”’ 


ladequate Audit Coverage 


“Using the current audit staff... allows the Branch to 
audit most of the vendors remitting the largest amounts of 
tax within a 48 to 60 month cycle. 


‘More audits were completed in the 1984/85 fiscal year 
than in the preceding five year period and direct audit 
revenue exceeded the previous year by 32 percent. 


‘It should be noted that an increase in audit coverage of 
! % of the taxroll would require an additional 30 auditors at 
| an annual direct cost of $1.7 million. To increase the audit 
coverage to 15% of the taxroll (as recommended) would 
require at least an increase in audit staff of 360 at a direct 
cost of $20.4 million annually. 


| “In addition to the 5,000 vendors who were audited this 

past year, an additional 14,000 were visited by the Special 
Vendor Assistance Program (SVAP) staff plus 10,000 
refunds were processed through the audit function resultin g 
in a total of 29,000 contacts with vendors and taxpayers. 


hasurable Revenues vs. Achievement of Branch Objectives 


“The audit group meets regularly with the Legislation and 
Service areas of the Branch to discuss areas of 
non-compliance. As a result of these discussions, 2 
Information Bulletins were issued in 1983-84 and 3 in 
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1984-85 to clarify areas of misunderstanding as were 24 
Sales Tax Guides in 1983-84 and 17 in 1984-85 in addition 
to our SVAP visits. 


“Vendors have been placed in profile groups from the 
taxroll by audit and through the audit and SVAP Programs 
has contacted, discussed, provided information and support 
documents and pamphlets to a total 19,000 vendors. 


‘Tt is also correct to say that direct audit revenue at $31.28 
million was the most that the Branch has assessed to date as 
is the $4.4 billion total revenue received. 


“Of the 19,000 vendors whose business operations were 
reviewed by direct contact through Branch staff, 5,000 
received detailed audits and 2,400 only were issued with tax 
assessments for tax deficiencies. Therefore, the number of 
vendors being assessed on audit is 48.0 percent of those 
audited. Only 12.6 percent of total vendor contacts were 
non-complying vendors. 


“Taking into consideration the percentages of complying to 
non-complying vendors developed, it appears that direct 
audit revenue while increasing significantly has not, in fact, 
been overemphasized. 


“The Branch feels these measures are adequate in 
encouraging voluntary compliance when coupled with the 
periodic audits which are carried out.’’ 


BASYS Information System 
Inadequate System Change Control 


‘‘Although the Branch is satisfied that all required changes 
have been implemented, we now require all changes to 
BASYS, including emergency operating changes made by 
Management Systems Branch, to be authorized in writing. 
All changes are now documented in a monthly report 
prepared by Management Systems Branch.”’ 


Errors in Important Data 


‘All Audit Services Branch reports are reviewed and 
acknowledged by the Senior Manager, Services and 
Revenue Control, who is responsible for quality control 
within the BASYS database, and recommendations made in 
these reports are forwarded to the Branch’s System Review 
Committee where they are prioritized and assigned to 
system maintenance staff. Items not actioned by the System 
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Review Committee are discussed with the Audit Services 
Branch and resolved within the finalization framework 
developed for the Tax Revenue and Grants Program.’’ 


ndequate Physical Security 


‘We do not consider that the concerns expressed are 
entirely valid considering we are located in a secure 
building with limited and controlled access and employ a 
full time Chief of Security.’’ 





7 Further Economies Warranted re Ontario Provincial Police 
Operations, Ministry of the Solicitor General 


___ Expenditure for the Field Operations and Supply Divisions of the 
tario Provincial Police (OPP) Program totalled $183.1 million and 
3.8 million respectively for the 1985 fiscal year. We assessed: 


| 


_ ¢the adequacy of management controls, including procedures to 
ensure due regard for efficiency and effectiveness (Field 
Operations Division); and 


*the adequacy of management controls to ensure due regard for 
economy (Supply Division). 
id Operations Division 
We concluded that the Division had generally endeavoured to employ 
surces in the most efficient and effective manner. For example, public complaints 


‘ived by the OPP were being processed on an appropriate and timely basis. Some 
cequacies, however, were noted. 


* Certain clerical duties performed by OPP members could be 
assigned to lower paid civilian staff. 


° Approximately one-half of all vacation time is taken by the OPP in 
the summer, when criminal activity is at its highest. 


_ ©1981 recommendations by the OPP to amalgamate detachments 
had only been partially acted upon. 
Iply Division 
| We found management controls to be generally adequate to ensure due 


rd for economy. However, we felt that controls could be strengthened in several 
s to achieve additional economies. For example, we noted that: 


¢ A number of vehicles took longer than six months to be placed into 
service from the date of delivery. 


* A number of costly repairs were made on high mileage vehicles, in 
some cases just days before being taken out of service. 
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°A majority of inventory items were overstocked, with many 
having more than a five year supply. 


Related Matters 


© We noted an overall lack of EDP systems development in the 
Ministry during the course of our review of the OPP Field 
Operations Division. 


° Procedures for the control and security of weapons and 
ammunition were poor. 


° Some costs for an insignia shop operated under the direction of the 
Commissioned Officers Association were absorbed by the 
Ministry. 


DETAILED COMMENTARY 
FIELD OPERATIONS DIVISION 


Background 


The objective of the OPP Force is to provide continuous 4 
effective protective service to the public. The Force performs all dut 
related to the preservation of peace, prevention of crime and | 
apprehension of criminals, offenders and others who may be lawfully tak 
into custody. 


The Field Operations Division is responsible for policing all ar 
in Ontario without a municipal police force , supplementing and assist 
municipal enforcement as required and patrolling Ontario's highwa 
Operations are undertaken by 16 districts and over 180 detachme 
employing approximately 4,400 employees (approximately 3,8 
uniformed officers and 600 civilians). 


Public Complaints 


In 1984 the Professional Standards Branch of the OPP proces: 
over 500 complaints by the public against members of the Force. 
addition, there were a number of complaints against policing services 
general, as well as internal complaints raised by OPP members agai 
other members. 


The Professional Standards Branch found 125 complaints W 
legitimate and well supported. They included such matters as: 


—use of unnecessary force by OPP members; 
—use of improper procedures in carrying out duties; 
—inadequate or lack of patrol service. 


The main complaint by the public related to the conduct of offic’ 
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| 
‘pproximately 40 such complaints were received in 1984, and they 
nimarily included situations where officers had been abusive to people 
ley had stopped or investigated. 





We reviewed the system used to follow up and process complaints. We 
mcluded that generally the system was adequate and was carried out in a timely 
anner. 


wvings from Use of Civilian Staff 


| A review of activity reports for a one year period ended September 
384 revealed that hours spent on support and administrative services in 
te field were significant, varying from 31 to 40 per cent among districts. 
Ithough some administrative duties may require uniformed personnel, it 
ay not be as essential for uniformed members to perform other clerical 
ork. One OPP official expressed the view that the hiring of civilian 
inployees would not only save money, but also free up Force members to 
{Ifil their regular police duties. The Program Audit and Evaluation Branch 


(the OPP had also recommended using civilians wherever feasible. 
| 
| 





For example, there were approximately 86 full-time court officers 
ho were OPP members. Their duties included setting court dates, 
intaining trial books, ensuring crown briefs were proper, and finalizing 
ports after court. A court officer is usually a first class constable whose 
nual salary is approximately $33,000. Using civilians as court officers 
\as recommended by the Program Audit and Evaluation Branch. 


A systematic review of clerical duties performed by uniformed employees 
uld prove useful in identifying the potential savings that could be achieved by 
ing civilian staff. 


SS 


Bion Leave 


| Over the last five years , approximately 47 per cent of vacation time 
is been taken by staff from July to September. Consequently the OPP staff 
(el during this period has been the lowest of the year. In these months, reported 
inal occurrences are the highest of the year, while clearance rates (cases solved) 
-rease for criminal code offences. 


Work load peaks during the summer with staff having to be shifted 
located) to meet the needs of popular vacation areas. Clearance rates 
taining to specific types of offences such as motor vehicle thefts are 


ticeably down during the summer. 


| We acknowledged that OPP procedures allow members with 
*ildren attending school to take at least one week of vacation during July 
id August. However, since vacation time taken during the summer 
Dnths impairs the efficiency of field operations, we recommended that 
‘nsideration be given to better scheduling of vacation throughout the year 
tough cooperative efforts of all staff members. 





| 
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Amalgamation of Detachments 


In 1981. the OPP committee responsible for recommendations c 
patrol car complement conducted a survey of detachment locations 1 
determine if any could be closed down. This resulted in the closure « 
several detachments. | 


The committee also recommended that in order to improy 
efficiency and effective police service delivery, consideration be given’ 
closing and amalgamating an additional four detachments. It was estimate 
that there could be considerable savings in constable complement. We we 
advised that one detachment had recently been closed on a temporary bas 
However, the other three detachments were still in operation. 


SUPPLY DIVISION 


Background 


The Division is primarily made up of two branches, Transport al. 
Quartermaster Stores. The Transport Branch provides and maintains t 
mobile equipment to meet OPP transportation needs. The Branch operat 
the general headquarters and Lakeshore garages plus the Thunder B 
garage. It is responsible for over 2.600 items of equipment includi 
approximately 1 400 district automobiles, 200 utility vehicles, 180 traile: 
75 motorcycles, 110 watercraft and 160 snowmobiles as well as vario. 
types of trucks. 


The Quartermaster Stores Branch is responsible for stocking a! 
distributing uniform and equipment items as well as forms used by t’ 
OPP. The Branch may fill up to 20,000 requisitions a year for the. 
items. | 


Transport Branch 
(a) Excess Vehicle Levels 


The Transport Branch uses a fleet management system to moni ! 
individual vehicle usage and to project a replacement date for each vehi 
based on a criterion of 140,000 kilometers. | 


The Branch orders replacement vehicles from the Ministry ! 
Transportation and Communications in accordance with policy specifiec ! 
the Ontario Manual of Administration. While the Branch had a systemé- 
method of ordering and replacing vehicles, we felt that there was SO 
room for improvement. Under the method used, we noted that over 150 vehi $ 
valued at approximately $1.3 million took longer than six months to be placed i0 
service from the date received by the Transport Branch. Of these, 32 took lon! 
than 10 months. 
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While we recognize that vehicles have to be ordered in advance to 
neet replacement needs that occur, we felt the Branch needed to direct 
nore effort at reducing the length of time costly vehicles sit in storage. 


In response to our comment, the Branch acknowledged that steps 
vould be taken, where feasible, to improve controls and endeavour to 
ninimize the storage time of vehicles, from the time they are received to 
he time they are placed in service. 


b) Vehicle Repairs 


\ 
} 


The Ontario Manual of Administration sets out the general 
eplacement criterion for motor vehicles at 5 years or 130,000 kilometers , 
vhichever comes first. This criterion was increased in September 1984 
rom 110,000 kilometers. The Transport Branch’s own replacement 
titerion of 140,000 kilometers has been in existence for about 4 years. Our 
eview of vehicle repairs revealed a number of instances where costly repairs were 


aade on vehicles nearing replacement. Examples included: 


| —replacing a converter and transmission ($1,369) at over 138,000 


kilometers , 5 days before taking the car out of service: 


—repairing a transmission ($884) at over 139,000 kilometers, 
| approximately 3,500 kilometers before taking the car out of 
service; 


. —repairing alternator and other items ($881) at over 144,000 
| kilometers , approximately 3 ,000 kilometers before taking the car 
out of service; 


—replacing a windshield ($202) at over 139,000 kilometers , 3 days 
before taking the car out of service; 


—repairs amounting to $1,217 at almost 132,000 kilometers. 


We recommended that OPP management review its replacement 
riteria. Such a review should determine whether the benefits realized by 
tilizing vehicles over 130,000 kilometers outweigh the additional cost of 
‘pairs after that limit. 


luartermaster Stores Branch 


| A review of supplies issued for the year ended October a4 1984 and 
\ventory quantities on hand in November 1984 revealed that many items were 
reatly overstocked. 


Of 105 types of stock, 63 had more than two years supply on hand, with 32 
ving more than a five year supply. Examples of the latter include: 
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eae 


Years Stock Approximate 
on Hand Value 
Item $ 
Officer Wellington Boots 13 45 ,000 
Breeches , Heavy Winter 61 30,000 
Parkas , Arctic 7) 50,000 
Breeches , Winter De) 35,000 
Trousers 6 110,000 


Overpurchasing of supplies ties up funds and storage space. We 
recommended supplies be ordered on the basis of need. 


RELATED MATTERS 
Lack of Overall Computer Development — Ministry and OPP 


A 1984 consulting report covering a review of the Ministry’s overall 
information-technology development and standards concluded that the Ministry was 
not applying a sufficient level of fiscal resources to EDP systems investment, 
especially systems development. Furthermore, the Ministry was under- 
resourced in terms of the number of systems professionals available to 
provide leadership, guidance and control in the application of more 
appropriate levels of information-technology investment. 


Our review of the OPP Field Operations Division revealed that. 
since 1981, overall costs for OPP computer services have amounted to $9 
million. Even after incurring such significant expenditures, no overall 
computerized management information system had been developed. We felt that 
this lack of a cohesive system significantly affected the operations of the 
OPP. For instance: 


—The daily activity reporting system was not sufficiently detailed 
for good planning and monitoring. For example, it did not 
separate calls for service from occurrences resulting from routine 
patrol. 


In addition, our field survey questionnaire revealed thal 
information summarized at Headquarters was arriving back in 
the field too late to be of timely use to district detachments and 
commanders. 


—Time consuming manual compilations of data took place. Fo! 
instance, staff relocations required lengthy periods to compile 
and prepare. 


—The system did not provide management with appropriate 
information for monitoring overtime trends. 


—Data that could be useful for crime analysis was 1n0! 
systematically collected. Crime analysis, which involve: 
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identifying specific demographic information for types of 
crimes, is used in crime prevention. 


We were advised that recently an Information Technology Services 
‘ranch had been set up at the Ministry with a Director hired in December 
984. This Director was to be responsible for all EDP development at the 
Ainistry . 


ero! and Security over Weapons and Ammunition 


Both weapons used by the OPP and those confiscated are physically 
ored in the weapons area, and are controlled by a custodian who also 
laintains the inventory records. Weapons vary from hand guns to 
awed-off shotguns and knives. Existing controls were weak in that weapons 
vuld be removed from storage by the custodian and concealed by adjusting the 
ventory records. In addition, disposal of confiscated weapons is facilitated 
y the fact that only the word ‘‘destroyed’’ and date need be entered in the 
cord of confiscated weapons. 





| The weapons area also contains a large stock of valuable weapons 
icluding machine guns and large quantities of ammunition. Our review of 
1ysical security features revealed several weaknesses: 


| 

| —Some windows in the building containing these weapons were 
| broken and/or left open on a continuous basis. Additionally, the 
| back door to the building was observed to be open and 
| unguarded. 


| —There was no alarm system in place or armed personnel guarding 
the weapons and ammunition. 


—During the day doors to the weapons area were left open. 


, —A number of people had unrestricted access to the weapons area. 
| As a result, weapons could be outside the area without the 
| knowledge of the custodian. Also, we observed repair shop 
| personnel removing weapons without signing them out. 

signia Shop 


| An Insignia Shop operates out of Ministry premises, selling items 


scribed with the OPP symbol. Items sold include caps, shirts, jackets, tie 
fs, etc. The shop operates under the direction of the Commissioned 
ficers Association, a private organization incorporated in 1975 to 
dresent all commissioned officers within the OPP. The Association acts 
-a liaison with the Office of the Commissioner as well as promoting 
cial functions for its members. 


Although the Association is essentially a private, self-funding 
| Up, the shop does not pay the Ministry for the use of one full-time OPP officer 
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nor any rent for the premises. The officer’s annual salary is approximately 
$30,000. 


The shop’s operations are audited by an independent firm of 
chartered accountants. Due to the private nature of the shop’s activities , we 
did not have access to its audited financial statements. We were therefore 
unable to deterrnine the significance of the shop’s financial activities. We 
understood that revenue generated by the business is used for scholarships 
and bursaries for members of the OPP and their families. 


The following response was received from the Deputy Solicitor 
General on September 27, 1985: 


Field Operations Division 
Savings from Use of Civilian Staff 


“We agree that radio and CPIC duties should be filled by 
civilian staff as well as all clerical duties in order to better 
utilize uniform personnel. A preliminary review of two 
major areas has resulted in increased use of civilian 
employees in those areas. A systematic review of clerical 
duties performed by uniform employees in other areas of the 
Force is presently being conducted. This review will be 
completed by the end of October 1985 and an 
implementation strategy will be developed to reduce the 
clerical duties performed by uniform employees where 
possible.’ 


Vacation Leave 


“The Force Policy which dictates that no more than 1/6 of 
the members of the detachment may be absent on vacation 
leave on any one time has been in force for many years and 
has worked well. However, changes in the OPPA 
Memorandum of Understanding and other related 
scheduling requirements have had the combined impact of 
further reducing the staff level during the summer months. 
This policy will be re-examined in view of the current 
situation to identify better ways of scheduling vacation 
leave.’ 


Amalgamation of Detachments 


‘As noted in the Audit Report, the Force has amalgamated 
a number of detachments. The decision has been made to 
amalgamate (the detachment closed on a temporary basis 
with another) detachment on a permanent basis. Efforts will 
be continued to amalgamate the remaining three 
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detachments while maintaining the quality of service to the 
public.”’ 





Supply Division 

Transport Branch 

| (a) Excess Vehicle Levels 
| 


“Due to manufacturer’s ‘shut-down’ and_ the 
established MTC purchasing schedule, the majority of 
the vehicles ordered are delivered during the months of 
| May and June. At this time, our vehicle stock would be 

in the neighbourhood of 400 to 500 vehicles and it 

stands to reason that a quantity of these vehicles would 
| not be assigned until the first part of the following year. 
| Every effort is being made to place the cars in service 
as quickly as possible.’’ 


| (b) Vehicle Repairs 


| “All vehicle repairs costing in excess of $350 require 
pre-authorization from Transport Branch. When the 
vehicle’s accumulated kilometers are high and 
expensive repairs are required, an assessment is made 
as to the cost effectiveness of doing repairs or replacing 
the vehicle early and picking up the old vehicle by 
department tow truck. 





“The OPP has reviewed its replacement criteria and 
believes that the current practice of replacing vehicles 
at 140,000 kilometers is the most efficient procedure.”’ 


duartermaster Stores Branch — Excess Inventory Levels 


‘Quartermaster Stores must retain sufficient stock to meet 
Ontario Provincial Police needs at any given time. It is not 
economical to stock small quantities of supplies as volume 
buying can save many dollars. Every effort is being made to 
ensure that only those items that turn around quickly are 
bought in large volume.’’ 


elated Matters 
ack of Overall Computer Development — Ministry and OPP 


‘We agree that there has been overall lack of EDP systems 
development in the Ministry as a whole and steps have been 
taken to improve this situation. . . . In February of 1983 a 
Computer Services Branch was established in the O.P.P. to 
consolidate and increase efficiencies in EDP systems within 
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the Force. In 1984, the Information Technology Services 
Branch was created in the Ministry Administration Division 
to coordinate the development and implementation of EDP 
systems on a corporate Ministry-wide basis. Organizational 
responsibilities have been refined such that the Information 
Technology Services Branch is now responsible for all 
systems development within the ministry, and the Computer 
Services Branch is responsible for systems operations and 
the coordination of business requirements for the O.P.P. 


“The Director of the Information Technology Services 
Branch has been appointed and staffing of key positions in 
the Branch will be completed by the end of 1985. 
Management Board allocated funding for eight new 
positions for this Branch and an additional twelve positions 
were funded through the internal reallocation of resources. 
Efforts by the O.P.P. to meet the Management Board 
request for a strategic plan were delayed to allow 
development of an overall ministry plan. This overall 
information technology plan for the Ministry is being 
developed and, following approval of the plan by mid-1986, 
we expect to see significant advances in the development of 
EDP. systems in all areas of the Ministry. A particular 
emphasis of the new Branch is the structured methodical 
approach to systems development which gives rise to 
improved project management and planning.’ 


Control and Security over Weapons and Ammunition 


“Procedures over the control and security of weapons and 
ammunition have been reviewed following the audit. 
Although to date no problems or discrepancies have 
occurred in relation to the control or custody of weapons, 
steps have been taken to increase both the control and 
security in this area.’’ 


Insignia Shop 


‘4 legal contract defining the role and responsibilities of 
the operation of the insignia shop operated under the 
direction of the Commissioned Officers Association has 
been prepared and is being reviewed by the parties 
concerned. Following agreement of the terms and 
conditions set out in the agreement, it will be signed and 
become the governing document for this operation. The 
agreement will require that the Association hire its own 
staff and pay rent for the space occupied... .”’ 
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18 Additional Cost Savings Possible re Highway Maintenance 
Operations, Ministry of Transportation and Communications 


| An audit at the Ministry encompassed the Maintenance Activity of 
1e Provincial Highways Program. Expenditures of this Activity during the 
985 fiscal year amounted to $215.5 million. Our objective was to assess 
le adequacy of management controls in place to ensure due regard for 
conomy and efficiency, and to determine whether adequate procedures 
‘ere in place to measure the effectiveness with which program objectives 
‘ere being met. 


/ 


| 





We concluded that management controls and procedures were adequate in 
iost areas. The Ministry had undertaken a number of cost effective initiatives. For 
istance: 


*Initiatives undertaken by the Ministry in such areas as 

privatization, one person plows, staff scheduling and patrol yard 
amalgamations had proven cost effective while providing an 
acceptable level of service to the public. 


However, we also noted a number of areas where additional initiatives 
‘ould be undertaken and controls strengthened. For example: 





* Four out of six districts examined did not monitor the application 
rate for salt. In one district this resulted in excess salt usage of 
approximately 13,000,000 Ibs. at a cost of $140,000. 


* Weak control over vehicles designated for replacement may have 
contributed to excessive repairs on these vehicles. 


* Annual savings of approximately $550,000 could be realized from 
12 further patrol yard amalgamations. 


* District hiring practices for winter seasonal employment were 
| deficient. 

| 
ISTAILED COMMENTARY 
(verview 


The Maintenance Activity is the largest activity under the 
lovincial Highways Program. Expenditures of this Activity represent 
aout 40 per cent of the total Program expenditures and are split evenly 
tween payroll costs and the purchase of goods and services. Of the 
linistry’s 10,500 employees, the Activity employed approximately 3 500 
icluding 1,400 seasonal staff, in the head office, regions and districts. 


The Ministry’s 5 regions and 18 districts are responsible for the 
ficient delivery of maintenance operations, subject to functional direction 
lovided by the Operations and Maintenance Division at the Ministry s 
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head office. Approximately 95 per cent of expenditures are incurred at the 
regional and district level. The districts are broken down into 259 patro 
yards throughout the Province, with 9 to 21 yards in each district. 


A patrol yard is the headquarters for a small group of maintenance 
workers and consists of office space, garage facilities, a parking lot fo 
equipment and storage domes or sheds for sand and salt. | 


Maintenance objectives include the preservation, usability, safet 
and operations of the 21,000 kilometer provincial highway system 
Functions performed are snow and ice removal, roadway and roadsid 
maintenance, traffic management and engineering, emergency repairs 
bridge maintenance and controlling highway access. 


Snow and Ice Control Operations 


Background 


The cost of snow and ice control operations during the 1984 fisca 
year amounted to approximately $87 million. In order to perform some 0 
these operations, the Ministry hires private operators to assist wit 
snowplowing and salt and sand spreading. In the past few years th 
Ministry had increased its utilization of private operators to perform thes 
snow and ice control functions. 


Initiatives Undertaken to Reduce Costs 


In performing our review of winter maintenance operations, we observe 
that the Ministry has undertaken a number of initiatives over the last few years wit 
the objective of reducing costs of snow and ice control operations. The mo! 
significant of these actions include the use of one person plows, privatization ‘ 
snowplowing and sand and salt spreading, consolidation and rationalization ‘ 
patrol areas and a reduction in the number of shifts. 


In general we felt that the Ministry had demonstrated due regard fi 
economy in undertaking these initiatives. 


Prior to 1982, all snowplows with a wing (small plow attached t 
the side of the main front mounted plow to provide additional plowin 
width) required a driver and a wingman whose duty was to oversee th 
wing. During the 1982-83 winter season the Ministry authorized tl 
limited use of one person plows (with wings) for the purpose of increasin 
efficiency and cost effectiveness, provided the operation was found to t 
safe. This experiment was continued during the 1983-84 and 1984-& 
winter seasons. For the 18 districts, there were approximately 285 0! 
aa plows in operation, representing 30 per cent of the total snowplo 

eet. 


The Ministry had also increased the number of plows operated t 
private contractors over the last five years with approximately 20 per ce 


’ 
| 


| COMMENTS ON MINISTRY OPERATIONS 109 
tT 


the total fleet being privatized. Similarly , 45 per cent of the loaders and 
) per cent of the spreader units were operated by private contractors. 


The implementation of a day-shift-only staffing experiment in 
183-84 for one patrol yard in the Toronto district, had proved to be cost 
fective while providing an acceptable level of service to the public. This 
itiative was extended to seven patrol yards for the 1984-85 season. 


; 


| From 1976 to 1984, 39 patrol yards were closed by the Ministry in 
} effort to reduce costs and streamline operations. We were informed that 
\ additional 16 patrols are to be phased out in the future. 


We commended the Ministry for undertaking cost effective 
itiatives such as these while endeavouring to maintain an acceptable level 
service. 


<cessive Salt Usage 


In the 1984 fiscal year the Ministry used 569,000 tonnes of salt at 
! approximate cost of $17.6 million. The Ministry purchases its supply of 
lt and maintains it in domes located at the local patrol yards. Each district 
edominantly uses contractors or hired equipment operators to spread the 
lt. 


Since salt has a negative impact on the environment, the Ministry 
‘the Environment has issued guidelines and control procedures for the 
e of road salt in Ontario. These guidelines endorse the road salt 
‘plication rate employed by the Maintenance Branch. 


We reviewed the salting records of six districts to determine 
nether the application rate for salt was properly monitored and in 
‘cordance with the standard. We noted the following: 


¢ Two districts monitored salt usage per kilometer daily and were 
spreading salt at rates in accordance with the standard. 


*Two districts recorded total salt usage daily, but did not record the 
number of kilometers salted. Therefore, the district could not 
| determine whether the salt application rate per kilometer was 
within the standard. 


*Two districts recorded total salt usage once every two weeks. In one of 

these two districts the patrol yards did not record the number of 
kilometers salted and consequently the district was unable to 
determine whether the salt application rate was within the 
standard. However, in the other district most patrol yards did record the 
distance although the district office did not use this data to routinely 
calculate whether the yards were meeting the standard rate advo: 
application. Using this data we were able to determine the 
application rate for salt usage and noted: 
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—Of the 14 patrol yards in that district, four used excessive quantities ( 
salt. 


—The rate of salting ranged from 217 kg/km to 350 kg/km whic 
is significantly in excess of the 130 kg/km standard or even tl 
180 kg/km maximum permitted by the Ministry. Ss 
applications in excess of the maximum acceptable rate of 180 kg, as we 
as having a negative impact on the environment, increased usage by: 
estimated 6,000,000 kg costing approximately $140,000. 


We acknowledged that the Ministry recognized the significance 
the salt application rate, as was evidenced by a Ministry comment in 
government publication that the Ministry take “‘care to apply no more sa 
than absolutely necessary to maintain the accepted level of road service. 


However, in light of the excessive usage of salt in t 
aforementioned example, and the fact that three of the six districts did ni 
even maintain adequate records to determine whether salt applicatior 
were in accordance with established standards, we questioned wheth 
adequate care was being taken in this area. 


Accordingly, both from the standpoint of possible substanti 
savings and the environmental consequences of using excessive salt, v 
recommended that the districts implement the necessary procedures — 
enable them to more closely monitor the salt application rate of the patr 
yards within their jurisdiction. 


District Garages 
Background 


Each district has a garage located at or near the district headquarte 
to enable the district’s fleet of vehicles such as snowplows, grader 
automobiles and trucks to be maintained in operational condition. 


The Ministry had approximately 17,000 vehicles and equipme 
with an original cost of $82 million. The cost of preventive maintenan: 
and repairs, including that done by private sector garages under fl 
supervision of the district garages, was approximately $21 million in # 
1984 fiscal year. 


Excessive Repairs on Replaced Vehicles 


_ According to the Equipment Manual, vehicles should be replac 
when repairing them becomes uneconomical because of a combination 
the age of the vehicle and kilometers driven. The Equipment Engineer! 
Office must approve a district’s request for a vehicle to be replaced and, 
approved, the district receives the new vehicle about one year later. In t 
interim the district continues to use the vehicle to be replaced, provided 
can be maintained at minimal cost. In the event of a costly breakdown, t 
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‘trict should consider grounding the vehicle and requesting a short-term 
slacement vehicle through the Equipment Engineering Office. 


__ The Equipment Manual specified that all major repairs , defined as 
ire than $1,500 on a two ton truck and more than $5,000 on a three ton 
larger truck, were to be approved by the Equipment Engineering Office 
alternate vehicles might be available and could be provided on short 
lice. 

| In December 1980 the Equipment Engineering Office, acting on a 
BP niendation from the Ministry’s Management Improvement Branch, 
uired only district approval of major repairs but requested that they be 
‘ormed of any such repairs by the district. This change , however, was 
er reflected in the Manual and we noted that there was some confusion 
the district level, as to the exact policy to be followed. 


As a result of this policy change we reviewed repair records for a 
inber of vehicles designated for replacement to determine whether there 
feé any instances of apparently excessive repairs. We noted the 
Owing: 


| ¢ A four ton truck purchased in 1976 for $11,000 was approved for 

replacement in August 1983. Between this time and September 

| 1984, when its replacement was received, the district spent 

$10,700 to repair the vehicle including a major repair for a rebuilt 
engine. 


| 


An additional $4,300 was spent on this vehicle to December 1984 
when it was taken out of service and scheduled for auction. Repair 
expenditures incurred after the vehicle was approved for replacement 
totalled $15,000, yet the vehicle which replaced it cost $13,800. 


¢ Another district purchased a 1980 two ton truck for $6,900. This 
truck was approved for replacement in July 1984. Between August 
and October 1984, the district spent approximately $9,300 to repair this 
vehicle including one major expenditure for $7,100, yet the estimated 
replacement cost was $10,800 for a 1985 model. 





In both of the above instances, the Equipment Engineering Office 
é never notified of the major repair expenditures incurred despite the 
(that it had available alternate vehicles which the district could have 
sd. We recommended that the Ministry reconsider having the Equipment 
Mineering Office approve all major repairs on vehicles scheduled for 
jacement. 


her Patrol Yard Amalgamations Possible 


From 1976 to 1984, 39 patrol yards were closed through 
ugamation with other yards. An additional 16 yards are to be closed 
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over the next few years, after which there will be 11 districts that have bee 
able to reduce the number of yards to less than 14 per district. 


Using the Ministry’s planning guidelines for the location of pat 
yards, we reviewed four of the 18 districts in detail to assess whethe 
certain yards could be amalgamated. Our analysis indicated that there was tl 
potential for 12 additional yard amalgamations in these four districts by allocatir 
the roads of a small yard to the neighbouring 2 or 3 yards, as has been done in pa 


amalgamations. 


The savings to the Ministry from these amalgamations would approxima 
$550,000 in annual operating costs, mainly from the reduction of patrol supervis 
and night patrolmen wages and overhead costs such as heat, light and power. 


Since our review focused on only four districts in the Province, v 
recommended increased Head Office and regional monitoring to ensu 
that all potential amalgamations are being identified. 


Questionable Unclassified Hiring Practices 


Approximately 1,400 seasonal part-time employees were hired f 
winter and summer maintenance activities during the 1985 fiscal year. ( 
these, 750 employees were hired during the winter, primarily to assist 
the operation of snowplows. They were paid an average wage of $9 p 
hour. Typically, 25 per cent were new hirees while the balance we 
individuals who return each year. 


Normally , individuals interested in working for the Ministry subn 
an application to the district outlining their background and qualificatior 
These applications serve as a record of all interested and qualifi 
applicants for future reference. 


In our previous year’s audit report to the Ministry we question 
whether all qualified job applicants had been given equal opportunity ! 
seasonal and part-time positions. The Ministry acknowledged our conc 
and stated that a more structured staffing process for regular part-ti! 
employment would be introduced. 


Accordingly, during our review of the Maintenance Activity t 
year we followed up on this issue by reviewing the hiring practices at f¢ 
districts for new winter seasonal employees. We noted that: 


¢ In all four districts there was no documented evidence of any interviews 
any rationale behind particular hiring decisions. 


¢In one district there were no related job applications on file 
eleven new seasonal winter hirings. 


In one district there were job applications on file for four 2 
1984 seasonal winter hirings. However, one application was da 
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the same day the individual started work while two applications 
were dated three days before the start date. 


| 

| In discussing this issue at the district level, we were informed that 

F various patrol supervisors were generally given a ‘free hand’ in the 
ng process and often hired someone they personally knew who they felt 

culd do the job. 


| For example, in one of the districts, where the application was 
ted just before the starting date, we were informed that the individual 
aS a personal acquaintance of the Supervisor who arranged the hiring. 
lis applicant , whose previous work experience was as a cook, was hired 
4a nightwatchman. However, another applicant, a former security guard, 
\as not considered. 


| In addition, applicants with no previous experience on snowplows 
vzre hired as snowplow helpers, yet there were several applications on file 
¢ former Ministry employees with snowplow experience who were not 
faired. In reviewing the previous year’s documentation for these 
aployees, we noted that they all had been recommended for rehiring. 





Accordingly, we again questioned whether the Ministry’s 
iclassified hiring practice provided an equal opportunity to all interested 
aplicants. We were informed that the Ministry had placed this matter ‘‘on 
nld’’ pending certain ongoing discussions with the union and the passing 


¢ Bill 54 which could affect the status of seasonal employees. 


The following reply was received from the Deputy Minister on 
“ptember 2031985: 


Ecessive Salt Usage 


‘‘Following a review of this matter by Maintenance Branch 
staff, it is agreed that there is a need to implement 
monitoring procedures. Two of the six Districts audited 
| were found to have good monitoring and control procedures 
in place. They will be considered as possible models and, 
before this coming winter, appropriate instructions will be 


| issued to all Districts.’’ 


:cessive Repairs on Replaced Vehicles 


‘‘We agree with this recommendation and are taking steps 
to issue instructions to give it effect.”’ 


‘rther Patrol Yard Amalgamations Possible 


‘‘As noted in the report, the number of patrols has been 
reduced considerably over the past several years. There ts 
probably the potential for some limited further 
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consolidation but there are several factors to be considered 
beyond the simple matter of length of patrol. These factors 
would include current investment in facilities, cost of 
expanded facilities for consolidated patrols, geographical 
configuration, climate, local employment base and other 
local sensitivities. The Director, Maintenance Branch, will 
consult with the Regional Maintenance Engineers to ensure 
potential amalgamations are identified. Such 
amalgamations, however, may not be in the number or at 
the locations envisaged by the auditors.’’ 


Questionable Unclassified Hiring Practices 


“Tt appears that the action taken in 1984 in response to last 
year’s audit report has not been totally successful. 


“Directions will be issued to the Regional Directors to 
ensure that there is documentation on file to support the 
filling of unclassified positions in the Districts. Instructions 
will be issued that all qualified individuals who have 
applied will be considered when filling vacancies to ensure 
fair and equitable treatment of all applicants.” 


3.19 Deficient Management Controls, Board of Industrial 
Leadership and Development, Ministry of Treasury and 
Economics 


The Board of Industrial Leadership and Development (BILD) w: 
established to provide direction-setting economic policy initiatives in tl 
1980’s and beyond. Total BILD expenditures were approximately $1 
billion for the four fiscal years of its operations ending March 31, 1985. 


Audit Objectives 


¢To assess whether accountability relationships were clear 
established and established levels of authority were adhered to. 


¢To determine whether there was aggregate reporting of resul 
achieved in relation to the overall stated objective of BILD. 


¢ To assess systems of management control in selected ministries 


___ Our audit focused primarily on a sample of the approximately $1. 
million long-term initiatives where new systems and administrati 
arrangements were required in order to deliver the program or project. 


We concluded the following: 


* Accountability relationships were clearly established and 
established levels of authority were adhered to. 


COMMENTS ON MINISTRY OPERATIONS 115 
$A 
* There was no reporting of aggregate results relating to overall 

BILD objectives. 


* Some systems of management control relating to individual BILD 
initiatives in ministries were deficient. 


DETAILED COMMENTARY 
Dverview 


The Board of Industrial Leadership and Development was 
2stablished on November 13, 1980 and consisted of a Committee of nine 
cabinet Ministers. BILD’s responsibilities included coordinating the 
Zovernment’s total economic development effort, and providing a focus for 
sconomic liaison with the federal government and other concerned 
nterests. 


| The Province allocated $750 million to BILD over five years, and it 
>xpected equivalent moneys to be generated by federal, municipal and 
mivate sector participation, and by redirecting internal priorities within the 
Jntario Government. 


Subsequently, BILD assumed obligations under the Employment 
Jevelopment Fund and the Regional Priority Budget. Beginning in 1982, 
3ILD also coordinated a number of special, short-term employment 
wograms, including acceleration of public capital expenditures, and the 
-anada-Ontario Employment Development Program, a wage subsidy 
rogram sponsored jointly by the private, public and non-profit sectors. In 
984, the BILD portfolio was expanded further to include youth 
mployment and youth skills training initiatives. 


Total expenditures for the over 80 original BILD initiatives 
Mounted to approximately $643 million for the four fiscal years ended 
March 31, 1985. The short-term job creation and skills development 
ograms represented an additional $670 million of expenditures for the 
hree year period then ended. 


)verall BILD Accountability 


BILD and the funding mechanisms it employed in the 
‘dministration of its expenditures represented a departure from traditional 
overnment accountability and funding relationships. 


In order to achieve BILD’s broad objectives, many of the ministries 
nd agencies of the Ontario government had to be involved in delivering 
sILD programs. Over 100 such programs and projects were delivered 
1rough ministries and agencies. BILD coordinated these efforts through a 
ecretariat having a staff of seven. 
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Estimates Process and Funds Allocation 


All funds pertaining to BILD projects were voted upon under on 
vote and item in the Estimates of the Ministry of Treasury and Economic 
as part of the normal budgetary process. Although the BILD funds wer 
included in these Estimates, the Ministry itself was not required to contre 
the allocation of funds to individual programs within BILD. This functio 
was performed by the BILD Secretariat as directed by the Board an 
approved by Cabinet. 


Approval and Funding for Individual Programs/Projects 


¢ Initiatives were always sponsored by the ministry most closel 
associated with their source. Sources included Crown agencie 
and private sector organizations. Proposals were prepared by th 
Ministry and submitted to BILD for approval. 


¢The BILD Secretariat reviewed the submissions and ensured a 
necessary information had been obtained. The Secretariat woul 
then circulate the submission to interministerial staff and assembl 
any comments for consideration by the BILD ministers. 


¢The BILD ministers, after deliberation and assessment 
recommended the programs or projects for Cabinet approval. 


°The specific programs or projects were approved by the fu 
Cabinet. If a program had several small projects, the Cabine 
normally delegated the approval of those projects to ministrie: 
Larger projects were always reviewed and approved by th 
Cabinet. 


¢Funding of individual programs varied. Some programs wel 
funded entirely by BILD while others were cost-shared with th 
delivering ministry or agency. Some programs were give 
multi-year funding, with specific spending levels in any give 
year, while others were allocated gross amounts to be spent in 
specified time frame. 


Cash Flow 


As expenditures were incurred and paid by the ministries an 
agencies, they were recovered from the BILD account in the Ministry ‘ 
Treasury and Economics. In general, only direct expenditures we! 
recoverable. Overhead costs such as administrative salaries were Nl 
recoverable, even if they were increased because of BILD projects. 


Cash flows were monitored by the BILD Secretariat throug 
monthly reporting of actual expenditures and forecasts by the ministri 
and agencies. 


} 
| 
| 
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ack of Reporting on Overall BILD Objectives 


Although the ministries were responsible for actual delivery of the 
rograms/projects, BILD maintained overall responsibility for funds. A 
‘emorandum dated August 14, 1981 issued to all ministries involved in 
elivering BILD programs stated: 


| ‘BILD itself is accountable for the judicious use of these 

| funds, and will report periodically to the Legislature on the 

performance of BILD projects. This public reporting on 
results should suffice as well, for internal MBR 
purposes.’’ 


BILD did not request, nor did it receive from ministries any information 
cout the economy, efficiency or effectiveness of programs or projects funded. 
[though a number of programs we reviewed had very specific objectives, 
chievement of those objectives was not monitored. Monitoring activities 


ilated only to cash flow and project status information. 


' For those programs and projects funded entirely by BILD, 
linistries were not required to prepare any Estimates or ‘Management by 
Esults’ (MBR) submissions to Management Board of Cabinet, as required 
fr most other government programs or projects. Thus, performance of these 


pograms was not subject to formal appraisal. 


| Where BILD shared the cost of new or existing ministry programs, 

‘BR ‘Abstracts’ were prepared and submitted to Management Board of 
(binet. Therefore, these programs were subject to the normal scrutiny 
forded other programs. However, BILD did not request or use any of the 
'iorted results as a basis for assessing the contribution these programs made to 
oerall BILD objectives. 


! There have been no reports issued on the activities or achievements of BILD 

sce February, 1983. To that time, two annual reports had been issued, which 
saply summarized the overall objectives, policy thrusts and approved programs, 
pajects and commitments to date. 


It should be noted that, because of the nature of BILD, much of the 
Yormation Supporting program decisions and monitoring would have 
den contained in Cabinet submissions which, as a matter of policy, are not 
‘ject to our review. Consequently , we acknowledged the possibility that 
ner performance information may have been presented to BILD and to 
Cbinet. 


ficient Management Controls 


Because of the small size of its Secretariat, great reliance was 
hiced by BILD on ministries to have established adequate controls to 
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ensure due regard for economy and efficiency and that BILD funds wer 
spent for the purposes intended. However, since ministries were n¢ 
required to report their actual results from the use of BILD funds, thes 
controls were simply assumed by the Secretariat to be in place. 


From the sample of programs audited we observed that: 


° Because BILD approved and funded programs, some program managel 
did not feel as accountable for results as they otherwise would have. 


° Some programs had inadequate controls to ensure that moneys were spel 
for the purposes intended. 


*Information on economy, efficiency and effectiveness was not bein 
gathered. 


The following examples serve to illustrate our concerns. 
Hybrid Poplar Program (Ministry of Natural Resources) 


The major objective of this Program was the growing of hybn 
poplars on a commercially viable scale for industrial applications. BIL 
approved this program in principle in March 1981 at an estimated cost ' 
between $4 to $10 million over five years, and directed the Ministry ¢ 
Natural Resources (MNR) to proceed to arrange for specific proposals. 


In September 1981 a grant of $1,429,000 over five years Wi 
approved to establish a 1,250 acre plantation on Crown land in Carlsb: 
Springs near Ottawa. The goal was to provide a high grade fuel suppleme 
to the waste material burned in the Ottawa-Carleton district heating pla 
used for federal and municipal buildings. 


By the time the work on the project commenced, demand for the Carlsb 
Springs poplar trees for fuel had virtually disappeared because: 


—the rate of price increases for fuel oil had been less th 
originally estimated; 


—a natural gas pipeline had been installed in the area, decreasi 
the cost of natural gas as a heating alternative; and 


the Ottawa-Carleton district heating plant had decided to bu 
municipal waste exclusively. 


Nevertheless MNR commenced planting in 1984-85. Planting 
now be completed in 1986-87 at a total cost of $223,000. Annual tendi 
costs for the site are estimated to be $100,000 per year. We were advis 
that there is a demand for hardwood pulp in Eastern Ontario and t 
Ministry will endeavour to sell the hybrid poplars as hardwood pulp 
recover some of the costs. 


We concluded that since conditions affecting this project had chanj 
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‘gnificantly after BILD approval was obtained in September 1981, and that the 
rogram’s objectives could no longer be met, justification for proceeding with the 
roject was not evident. 


‘ustom Gold Mills Program (Ministry of Natural Resources) 





BILD had originally allocated $10 miilion to provide interest free, 
trgivable loans of up to $1 million each to private firms for the 
onstruction of ten small custom gold mills in selected areas. Estimated 


xpenditures under this program were revised downward to approximately 
7 million in August 1982. 


| 
| 
| 


| It was felt that these facilities would encourage exploration, 
romote the development of new mines in Ontario and help revive old 
lines by providing local custom processing services. The objective of the 
rogram was to assist those mining entrepreneurs who did not have 
ifficient financial resources or volume of proven ore to justify their own 
ills. 


; : 
At the time of our audit, the following three agreements existed: 
| 


Agreement #1 March 15, 1982 $1,000,000 
ee #2 November 8, 1982 780,100 
#3 February 27, 1984 950 ,000 


| Because of the significant drop in the price of gold since the inception of this 
jogram, the demand for custom milling services has been negligible. Desired 
(pacity for custom milling is between 100-200 tonnes per day, yet the mill 
derators for Agreements #1 and #2 processed less than 10 per cent of this 
(cause of insufficient demand for the service. Specifically: 

| —The operator in Agreement #1 processed 2,221 tonnes of ore 
| during his first year of operation commencing August 1982. The 
| mill then shut down because the price of gold was too low to 
| Sustain operations. The BILD agreement was subsequently 
| amended to allow leasing of the mill and was extended for nine 


| months to compensate for the shutdown period. 


—The operator in Agreement #2 processed just 27 tonnes of 
custom ore during its first operating period running from March 
1984 to February 1985. The operator then ceased operations after 
forgiveness of 20 per cent of the loan. We were advised by the 

Ministry that they have recovered the remaining 80 per cent of 

the loan not forgiven. 

| Despite the minimal demand for custom milling services, and reduced 

tivity in the industry generally, BILD committed $950,000 to Agreement #3 


Sned February 1984, which was to be completed in the summer of 1985. 
bless there is a significant upturn in the market, it is very unlikely that the 


| 
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demand for custom milling services at this facility would be any differen 
from the other two facilities financed by BILD. 


Food Processing Program (Ministry of Agriculture and Food) 


The objective of the Program was to encourage expansion 0 
Ontario’s food processing industries and agricultural production b 
increasing the Province’s share in both domestic and export markets o 
certain processed foods. BILD allocated $20 million over five year 
towards this Program. 


To March 31, 1985, BILD approved and advanced funds to 12 foo 
processing companies as follows: 





7 grants totalling $10,775 ,000 
4 loans 2,480 ,000 
1 forgivable loan 96,500 

Si3o3 lO) 








The grant and loan recipients invested approximately another $6 
million in their respective facilities. 


To encourage compliance with the various loan and grar 
agreements, terms were outlined in signed, written agreements between th 
Province and the various food processors. Three were non-operative at th 
time of our audit. 


—The first BILD grant for $350,000 was advanced to a process¢ 
in July 1981 without arrangements for the supplementat 
financing necessary to complete the project. Although th 
facility was eventually completed, the processor Wé 
subsequently put into receivership on October 31, 1981 resultin 
in a full loss of the BILD funds. 


—Two loan recipients, having received $800,000 each, have sin 
been unable to comply with the requirements of the 
agreements. We were advised by Ministry officials that one | 
the companies was bought out by another company which agreé 
to honour the BILD agreement and the liability. The Ministi 
was negotiating with the other company to terminate th 
agreement. 


Three of the other food processors did not comply with the terms of the 
agreements: 


—One processor did not provide the minimum capital investme 
required by the agreement, falling short by approximate 
$100,000 from a total required investment of $1.8 million, | 
which one-third was funded by BILD. Furthermore, the actu 
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investment of $1.7 million included $1.1 million in routine equipment and 
maintenance expenditures not related to the terms of the agreement. 


This same processor also did not meet its minimum purchase 
requirements of a major Ontario commodity and in fact 
purchased less of this commodity after the BILD funds were 
advanced. In addition, the processor was required to purchase 
| minimum quantities of eleven other commodities. The processor 
| was unable to establish the quantities of these commodities 
| purchased and therefore demonstrate compliance with the terms 
of the agreement. 





—Two other processors were also significantly below the 
established minimum purchase requirement for Ontario produce 
and thus were not fulfilling the objective of the program. One 
processor made no attempt to monitor its Ontario purchases and 

| in fact purchased a significant amount of its primary commodity 
| from outside the Province. 


} 
| 
| 


| We concluded that the cases of non-compliance were largely due to the lack 

a systematic approach by the Ministry in monitoring compliance with food 
Jocessing agreements. Rather, it relied on sources such as the Growers’ 
ssociations, to inform it about complaints relating to non-compliance, 
ad on the Ontario Development Corporation (ODC) to monitor financial 
atus of grant or loan recipients. Furthermore, the Ministry was unaware 
¢ all the work undertaken by ODC. For example, a case of 
1m-compliance noted in ODC files was not communicated to the Ministry. 
‘e were advised by Ministry officials that shortage of personnel in the past 
ts prevented them from monitoring the program more effectively. 


We recommended that the Ministry institute formal monitoring 
focedures to encourage greater compliance with the agreements. 


The Deputy Treasurer replied on October 23, 1985 and attached 
tsponses from the Ministries of Natural Resources and Agriculture and 
hod. 


Cneral (Deputy Treasurer) 


“T have shared the report on the audit of the former Board 
| of Industrial Leadership and Development with the .. . 
ministries whose programs were examined by your office. 


“TI appreciate that this audit posed special difficulties for 
your office. BILD was a Cabinet committee with authority 
over a substantial discretionary fund. Much of the 
information which normally would have been reviewed in 
the course of an audit was contained either in submissions 
to Cabinet or in minutes of Cabinet and, as a matter of 
policy, this material is deemed to be confidential. 
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“Your conclusions, with respect to performance measures 
and results reporting, are qualified by these unique 
circumstances.” 


Lack of Reporting on Overall BILD Objectives 
The Ministry of Natural Resources responded: 


‘““MNR provided a year-end report as well as quarterly 
program and project reports to BILD each fiscal year since 
inception of the program in 1981-82.” 


Hybrid Poplar Program (Ministry of Natural Resources) 


“Tt is true that the short term demand for forest biomass 
changed for the reasons noted . . . however, these changes 
did not occur until after the startup of the project. Since the 
land was available, the project was underway and no other 
use was foreseen at that time for the property, it was felt 
that forest biomass could be produced by MNR as 
pulpwood, rather than for energy. 


“This decision was made since a paper mill, which ts 
located nearby, imports into Ontario approximately 60-65 
percent of its annual two to three hundred thousand cord 
requirements. This is done at considerable loss in value 
added to this province. Therefore, the biological 
specifications of the project were amended, and it was 
converted from production of biomass for energy on a short 
rotation, to the production of short rotation pulpwood. This 
course of action is flexible in that it would permit the final 
product to be used for energy, should the demand arise 
again.’’ 


Custom Gold Mills Program (Ministry of Natural Resources) 


“The area around the operator of Agreement #3 is very 
active in the exploration for gold and much more custom 
milling activity is expected. Although the price of gold is 
currently low compared with recent times, it is still nearly 
ten times higher than it was sixteen years ago when the 
price was pegged at thirty-five dollars an ounce. Base metal 
prices are presently low and are expected to remain low for 
some time. The major producers of base metal are 
becoming more involved in the exploration for precious 
metals. The Timmins area has been a major gold camp 
since 1912. Consequently a significant amount of 
exploration activity is presently taking place in this area 
which is expected to increase the demand for the custom 
milling facilities offered by this operator.”’ 
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‘ood Processing Program (Ministry of A griculture and Food) 

“The Ministry has no disagreement with the draft report. It 
should be restated that the Ministry has initiated with the 
Ontario Development Corporation a formal, systematic 


monitoring and follow-up procedure on food processing 
projects.”’ 





.20 Expenditures of Royal Commissions 
i 

Royal Commissions are defined in the Ontario Manual of 
dministration as ‘‘commissions, judicial inquiries, inquiries and other 
westigatory bodies appointed by order in council under the power of the 
ublic Inquiries Act or appointed under any other Act where the 
ivestigatory body is given powers of a commission appointed under the 
ublic Inquiries Act.’’ 


Expenditure detail for the $3,472,217 incurred by Royal 
ommissions in the 1985 fiscal year is reflected, for the most part, in 
olume 3 of the 1984-85 Public Accounts. A summary of Royal 
‘ommissions that incurred expenditure during the 1985 fiscal year is as 
illows: 


Status 
Date as at Expenditure Cumulative 
Established March 31/85 1985 Expenditure 
a $ $ 
Northern 
Environment July 13/77 In Process 774,144 10,846,950 
Health and Safety . 
Arising from 
Use of Asbestos Apr. 20/80 Completed 70,849 1 699,158 
Fire Safety in 
High Rise 
) Buildings June 30/82 Completed 7,649 163,437 
_ Residential 
Tenancy Nov. 26/82 __ In Process 892,958 1 672,233 
_ Certain Deaths 
at the Hospital 
| for Sick Children Apr. 21/83 Completed 1 ,083 ,293 2,915,779 
_ Complaints 
Concerning His 
Honour Judge Sere 
Lloyd Henrikson Aug. 27/84 Completed 132,885 132,885 
Private Schools 
in Ontario July 26/84 In Process 187,510 187,510 
Financing of 
Elementary and 
Secondary 
Education in 
Ontario July 26/84 —_—In Process _ 322,929 322,929 


3,472,217 _17,940,881 


“onsidered completed when final report issued. 
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In addition, during the 1985 fiscal year a Commission was 
established to conduct an inquiry into the proposed regulatory anc 
administrative program of the Ministry of the Environment to effectivel 
deal with the establishment and operation of mobile PCB destructior 
facilities on temporary sites. This Commission was formed from thi 
membership of the Environmental Assessment Board. The expenditures 0 
this Commission are not readily available since they were included witl 


those of the Board. 
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‘1 Introductory Comments 


| The term Crown Agency for purposes of this segment of the Report 
icludes both agencies of the Crown and Crown controlled corporations, as 
efined in Exhibit 1 of this Report. A listing of agency of the Crown and 
‘own controlled corporation audits, by category, for the year ended 
larch 31, 1985 is included as Exhibit 7 of this Report. 


2 Sunset Review Process for Agencies 





Management Board Secretariat’s list of agencies, including groups 
( agencies (such as hospitals, universities and technology centres), 
ttalled 281 as at March 31, 1985. These agencies meet one or both of 
te following criteria: 


‘organizational units with ongoing responsibilities to which one 
or more of the members are appointed by the government; 


* corporations in which the government is a majority shareholder. 


| Agencies are classified into three general categories, advisory, 
gerational and regulatory. As explained in our 1984 Report (section 
<2), all advisory agencies are subject to sunset review. In addition, all 
Gerational and regulatory agencies established after March 12, 1980 are 
sbject to sunset review unless Cabinet specifies otherwise. Of the 30 
Sch agencies established after that date, Cabinet has exempted 8 from 
Snset review. 


| The objective of a sunset review is to determine as at a specified 
te whether an agency should be continued for a further period of time 
© discontinued. A review is undertaken by the responsible ministry in 
Cnsultation with other ministries, individuals and groups as appropriate. 
le Policies, procedures and guidelines for sunsetting an agency are 
qtlined in the Ontario Manual of Administration. 


| Over the period of the sunset review process the a <i 
encies has continued to increase. The following is a summary oI the 


faent activity for the 1985 fiscal year. 
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Advisory 
Agencies as at March 31, 1984 70 
Agencies established during 1984-85 6 
76 
Agencies terminated as a result of 
sunset review process «4 
de, 
Agencies amalgamated with other 
Agencies or which no longer 
meet established criteria = 
Agencies as at March 31, 1985 {ip 


Operational 


86 
5 


89 


88 


Regulatory 


[19 
5 


“124 


“124 


2 


4.3 Questionable Arrangements Concerning a Private Club and 
Other Matters, The Centennial Centre of Science and 


Technology 


The Centennial Centre of Science and Technology (Ontario Scienc 
Centre) conducts educational programs and displays for the publi 


portraying the origins, development and progress Oo 


f science an 


technology, its relationship to society, and Ontario’s role in promotir 


science and technology. 


As at March 31, 1985 the Centre’s assets totalled $727 ,000 wi 
corresponding liabilities of $87,000, retained income of $77 000, and. 
$563,000 Special Purposes Fund balance, consisting of donations for tl 
Centre. The Centre’s revenue for the 1985 fiscal year (including grants ( 
$8.7 million from the Province) was $11.3 million, and expenditur 


totalled $11.2 million. 


| 
| 
| 
| 


We made a number of observations during our current year 


audit. 


* We questioned the arrangements between the Centre and two 


organizations presenting programs at the Centre. 


* Advances of $17,000 provided by the Centre for an April 


retirement party were not accounted for as of July 1985. 


* We questioned reciprocal arrangements allowing free admission 


of Centre staff to other attractions. 


OSCOTT PROGRAMS 


Prior to September 1983, a private club, OSCOTT, developed @ 
children and youth at ! 


presented educational science programs to 
Centre. Members of the club included sta 


ff of the Centre who a 


presented OSCOTT programs. Program participants did not have to F 
the regular admission fee to the Centre, but paid a program fee to! 


OSCOTT club. 
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Effective September 1983, the operations of the club were 
ransferred to a registered charitable Ontario corporation which had the 
yen Director General of the Centre as one of its directors. 


The following observations were made during our initial review in 
ebruary 1985 and subsequent follow up of the operations of the OSCOTT 
rograms: 

| 





—No written agreement existed between the club/corporation and the 
Centre to clarify their respective roles and responsibilities. 


| —Publicity and promotional brochures produced by the Centre 
gave the perception that the OSCOTT programs were operated 
| by the Centre. However, neither the financial operation of the 
| club/corporation nor the quality of programs produced were subjected to 
control by the Centre. 


—The Centre provided support services such as office space, 
utilities, telephone, furniture, photocopying, printing and 
postage to the club/corporation without charge. Details of such 
expenditures were not available. We were therefore unable to 
determine the costs of services provided to support the operation of the 
club/corporation. 





—OSCOTT program fees for the year ended June 30, 1984 were 
about $75 ,000. The Centre, however, did not receive any revenue from 
the operation of the OSCOTT programs. 


—In November 1984, the Centre paid a $15,000 fee to the 
corporation for operating the OSCOTT programs. The payment 
was recorded as a charge to the Centre’s operating expenditure. 
This payment was a financial assistance grant which should have received 
prior approval from Management Board. Similar grants totalling 
| $43,000 were subsequently paid to the corporation from the 
| Centre’s Special Purposes Fund. 


| As of July 1, 1985, an agreement was signed between the Centre 
éd the corporation to assign responsibility of the OSCOTT programs to 
(> Centre. The agreement also called for a decision to be made, no later 
tan December 31, 1985, as to whether the existing arrangements (use of 
Cntre facilities) between the corporation and the Centre should be 
Cntinued. 


RTIREMENT PARTY 


| A retirement party at $50 per plate was held on April 30, 1985 for 
th Director General. Three advances totalling $17,000 were made dunn 
t> period February to July 1985 by the Centre from its Special Purposes 
End to the Committee responsible for the party. As of July 26, 1985 the 
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Centre had not received any accounting of the financial transactions related to the 
party. It was unclear whether all the advances made were to be recovered 


from the proceeds of the party. 


Further, in our opinion, the Centre does not have the statutory 
authority to financially support this event since it did not further the 
Centre’s objectives. 


RECIPROCAL ARRANGEMENTS 


The Centre had reciprocal arrangements with Ontario Place, C) 
Tower, Metro Zoo, Canada’s Wonderland and the Royal Ontario Museun 
whereby full and part-time staff, with one guest, were allowed fre 
admission to each attraction. We were told that the purpose of thes 
arrangements was to enable staff to become more knowledgeable, in orde 
to promote the facilities of other attractions. 


In view of the advertising and publicity campaigns carried out by the Centr 
and other attractions, we questioned the need for such arrangements. 


STUDY OF CENTRE’S OPERATIONS 


The operations of the Centre were reviewed on behalf of th 
Ministry of Citizenship and Culture by a firm of management consultants 
Comments and recommendations made in the consultant’s report date 
July 1984 included the role of the Board of Trustees and its relationshi 
with the Director General and the need for a strategic plan for the Centre 


The report concluded that the course of the Centre must t 
re-charted and suitable organizational and administrative structures mu 
be put in place. 


The foregoing matters were reviewed in draft form with officials | 
the Centre. However, no formal report had been issued as at September 3) 
1985. Therefore, we are unable to present the Centre’s views on tl 
matters raised. 


4.4 Excessive Administrative Expenditures, IDEA Corporation 


The IDEA Corporation, a corporation without share capital, W 
established in 1981 to promote the process of technological innovation 
Ontario, to bring together the research capacities of the public and privé 
sectors, and to enhance the growth and employment prospects of t 
economy. The Corporation’s audited financial statements for the yé 
ended March 31, 1985 are reproduced in Volume 2 of the 1984-85 Pub 
Accounts. 


Although we were generally satisfied with the Corporation’s account 
records and system of internal control, our audit revealed instances where there I 
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veen a lack of due regard for economy or where opportunities for im 


proved economy 
‘xisted. 





| * High occupancy costs have resulted from leasing office space in 
excess of requirements. 


* High termination benefits were awarded to executives whose 


| terms of employment were not approved by the Board of 
Directors. 


* Excess office equipment was acquired. 


*No competitive bids or tenders were obtained for consulting 
contracts involving over $200,000 in payments. 


| * Excessive costs were incurred in partially completing the 


Corporation’s corporate brochure before production was 
suspended. 


| 
eased Office Accommodation 


The Corporation is incurring high occupancy costs ($584,000 in 1984-85) by 
asing office space in excess of its current and future requirements. 


In May 1983 the Corporation entered into an agreement to lease 
8,063 square feet of office space. The lease has a term of nine years 
ommencing May 1, 1983 and terminating on April 29, 1992. 


The annual rental rates range from $20 to $30 per square foot. The 
orporation also pays for certain operating costs and charges (averaging 
3.64 per square foot in 1984-85) such as cleaning expenses, utility 
“rvices and realty taxes. Including these operating costs, the minimum rental 
hyable over the term of this lease is estimated at $6.7 million. 


Because of the design of the building and the terms of the lease, the 
orporation is required to pay rent for a significant amount of common 
“€a space (2,346 square feet). Also, because the Corporation’s expansion 
Jans have not been realized and there were no immediate plans to increase 
‘aff complement (36), occupancy costs of over $16,000 per employee 
ere excessive. In fact, when compared with guidelines established for 
liblic service office accommodation, the current space may be as much as 
tice that actually required. 


’ 
; 





| We understood that management was examining a number of 
‘lematives aimed at reducing occupancy costs. 


hyments to Senior Executives 


During the last three fiscal years, the Corporation hired live ee 
fecutives in the capacity of Vice Presidents to manage Its bus! oi 
erations. These executives were hired on behalf of the Corporation by 


| 
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recruitment agency for fees and expenses totalling $132,000. We noted tha 
their terms of employment were not approved by the Board of Directors nor wai 
there such a requirement in corporate policy. The average remuneration of thes« 
executives in the 1985 fiscal year was approximately $91,500, including 
automobile expenses, bonuses and other benefits. 


At its meeting of May 10, 1985 the Executive Committee of th 
Corporation’s Board of Directors approved, for each of the five Vici 
Presidents, a salary increase of five per cent for the 1986 fiscal year and; 
bonus of $5,000 applicable to the 1985 fiscal year. These bonuses were no 
based on any documented assessment of individual performance or criteria 
nor was there a contractual obligation to pay them. 


Later in May 1985 the Corporation terminated the employment 0 
four of the five Vice Presidents. Three departed on May 31, 1985 and on 
remained until July 31, 1985. 


Under termination agreements with these four executives the Corporatio 
was liable for settlements, including severance pay and other benefits, to a maximul 
of $333,000. The other benefits included professional and club membershi 
fees, as well as the use of executive automobiles for the lesser of one yeé 
or the time when the executives obtained employment elsewhere. At th 
time of our audit one executive had already obtained employmet 
elsewhere and his final settlement was included in the maximum liabilit 
described above. 


In view of the significant costs involved in executiv 
compensation, we recommended that all future employment contracts f¢ 
senior executives be approved by the Board of Directors of th 
Corporation. 


Office Equipment 
The Corporation acquired office equipment in excess of its needs. 


In February 1983 the Corporation retained a consulting firm | 
assist with the planning and selection of its office equipment needs. TI 
firm recommended the installation of three microcomputers and a ™ 
station word processor operating in a centralized word processing centt' 
The report also recommended that the long-term growth of the Corporatic 
could be met by adding one more word processing centre in the future. TI 
costs for this study totalled approximately $24,700. 


In August 1983 the Corporation retained a second consulting fit 
to analyze the recommendations submitted by the first consulting firm. In 
report dated May 1984, the second consulting firm recommended that t 
data processing needs of the Corporation be expanded significantly. Co! 
for this analysis amounted to $8,250. 
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ee ahs Pees 28 System was required for each secretary 
the Corporation. 
ka et OY. 


As at March 31, 1985 the Corporation employed a staff of 36, and 
ie number of support staff had been reduced significantly. During the 
a of our audit, we observed that only three to five of the 
licrocomputers and word processing Systems were in use at any one time. 
his period might not have been typical of normal usage, because of the 
iany changes occurring in personnel and corporate plans. However, full 
sage of all the equipment on hand is unlikely in the foreseeable future. 


\ 
} 
} 


It that there was a lack of due regard for economy in not acquiring 
juipment more in line with actual requirements. Even if one machine per 
‘cretary were considered appropriate, printers and secretaries are 
Isources which could easily have been shared. 


| Although plans for corporate expansion had not been realized. we 


We recommended that the Corporation review its alternatives for 
\ora and data processing applications and dispose of idle or underutilized 
€uipment on hand. 


Onsulting Services 


f 


Due regard for economy dictates that services of appropriate quality 

t obtained at the lowest possible cost. Our audit revealed significant 

Cficiencies in the awarding of contracts and in the monitoring of 

Cnsultants’ performance. The following examples illustrated our 

Cncerns: 

| (a) In July 1983 the Corporation engaged a consultant to provide 
managerial and consulting services. The consultant was retained 
without requesting competitive bids, on the basis that his skills 
were considered unique for the tasks required. 


| By agreement, the Corporation was to pay the consultant a 
| monthly retainer of $6,000, plus reimbursement of expenses 
incurred on Corporation business. The agreement required the 
consultant to provide a minimum of 60 hours of service per 
month, but did not specify any termination date . Consulting 
| fees paid to the consultant for the duration of the agreement 
amounted to $151,950. 


We were unable to find any documented evidence of senior 
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management evaluating the performance of the consultant. We note 
that the Corporation had terminated the services of the 
consultant, effective July 14, 1985. | 


(b) On March 1, 1984 a subsidiary of the Corporation entered into al 
untendered agreement with a private firm to provide manageria 
and consulting services on a full-time basis for a period of thre: 
months. Although no specific performance expectations weri 
stated, the firm was hired essentially to seek out and negotiati 
investment opportunities. The agreement provided for paymen 
of a retainer of $20,000 per month with an option to extend th 
contract for a further three months. The contract was nc 
extended and we found no evidence of the benefits obtained for th 


services provided. 


(c) On April 26, 1985, the Corporation entered into an agreement wit 
two consultants, without requesting competitive bids, to advise th 
President with respect to the organizational structure an 
business plan of the Corporation. The consultants were paid | 
daily rate of $600 each for the six day duration of th 
agreement, and were also reimbursed for expenses such 2 
hospitality incurred on behalf of the Corporation. 


Although the agreement with the consultants had expired, tl 
Corporation continued to retain the services of the consultants on th 
same basis for an unspecified time and with unspecified results. At th 
time of our audit, they were performing the duties ¢ 
Vice-Presidents. 


In light of the ongoing need and the costs incurred for the use ¢ 
consultants, we recommended that the Corporation review its policy ar 
procedures for the selection, hiring and monitoring of consultants, | 
ensure that such services are acquired and used in the most economic 
manner. 


Publication Expenditure 


In September 1984 the Corporation contracted a design consultit 
firm to produce the Corporation’s corporate brochure and 1985 annu 
report. The firm was responsible for selecting subcontractors , including 
photographer, to complete certain aspects of the contract. 


The design consulting firm had already commenced work on ti 
contract when the decision was made to suspend production of t 
brochure, pending some planned corporate organizational changes. Att 
time of our audit, payments for work done included $8,600 for producing five colo 
photographs. In our opinion such an expenditure is excessive. 
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On September 20, 1985 the Chairman of the Board replied as 
llows: 


eased Office Accommodation 


“We have been examining a number of alternatives aimed 
at reducing occupancy costs and are keen on moving to 
alternative premises as soon as possible.’’ 


‘The Corporation agrees with the recommendation and in 
future all employment contracts for senior executives will be 
approved by the Board of Directors.’’ 


: | 
: to Senior Executives 





ffice Equipment 


| “The Corporation agrees that the use of all office 
equipment on hand is unlikely in the foreseeable future. We 
therefore concur with the recommendation, and plan to 
dispose of all idle or underutilized equipment currently on 
hand after a review of alternatives for word processing and 
data processing applications. This will be done in 
conjunction with a planned move to alternative premises.’’ 


| 
| 


ionsulting Services 


| “The Corporation agrees with the recommendation that, in 
| future, selection and hiring of major consultants will be 
reviewed and approved by the Board of Directors. In 
addition, the monitoring of consultants will be done in a 
formal manner and on a timely basis. 


‘With reference to Paragraph C of consulting services, no 
competitive bids were requested because the total fees 
anticipated were less than $15,000 per consultant. In fact, 
the consulting fees, extending from April 26, 1955 to May 
31, 1985, do not exceed the $15,000 maximum. 


| 

| “Commencing June 1, 1985, the Corporation decided to 
| enter into a contractual agreement with the same two 
| consultants, reducing the daily fee to $550 per day and for 
| an unspecified time period. Subsequent to this decision, on 
| August 26, 1985, the Executive Committee of the Board of 
Directors approved the terms of these contractual 
agreements and the duration was not to extend past October 
ma. 1985.” 
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Publication Expenditure 


“No more payments have been made to the design 
consulting firm because the production of the Corporate 
brochure and the annual report have been postponed. In 
future, all publication expenditures will be carefully 
scrutinized to ensure they are not excessive.” 


General 


“The fiscal year, which ended March 31, 1985, saw the 
fulltime president replaced by an interim president on 
December 1, 1984. 


“Subsequent to the year end many changes took place 
within the Corporation. On April 15, 1985, the interim 
president was replaced by a new interim president, who was 
recommended by the Board of Directors to the Minister for 
appointment as permanent president on July 19, 1955. In 
May of 1985, significant changes in the business plan were 
recommended to the Minister. The corporate structure and 
the management team were totally revamped, and a revised 
and reduced operating budget was put in place at the same 
time.”’ 


4.5 Deficiencies in Importing, Selling and Warehousing 
Functions, Liquor Control Board of Ontario 


The Board, a corporation without share capital, is involved in th 
buying, importing and selling of liquor and in establishing governmer 
stores for the sale of liquor to the public. The Board’s audited financia 
statements for the year ended March 31, 1985 are reproduced in Volume 
of the 1984-85 Public Accounts. 


During the current year’s audit we noted that: 


¢Board procedures and legislation were contravened in the 
importation of draught beer. 


*Delays in making the Whitby distribution warehouse fully 
operational have resulted in additional costs of over $250,000 per 
month. 


*Records relating to the sale of American beer to certain licensees 
were inadequate. 


PRIVATE STOCK IMPORTATION 
Background 
The Private Stock Department of the Board imports unlisted spit 
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vine and beer on request from individuals for their private consumption, or 
or agents who place orders on behalf of other persons or licensees. During 


ye year ended March 31, 1985, private stock sales totalled approximately 
16.5 million. 


| The importation of private stock by individuals and agents is 
ubject to certain rules and conditions laid down by the Board. Our review 
f the application of these rules and conditions revealed some very serious 
eficiencies in One major instance relating to the importation of draught 
cer. 





nportation of Draught Beer 


Since 1979 the Board has permitted a company to act as a private 
‘ock agent, on behalf of certain overseas breweries, in order to meet a 
towing demand for kegs of imported draught beer. The kegs are ordered 
y the Board upon request by the company, but are shipped directly to the 
dmpany by the breweries. Each order averages approximately 300 kegs. 


We estimated that during the five years ended March 31, 1985 the 
dmpany imported approximately 110,000 kegs of draught beer, at a cost 
f almost $9 million. Of this, 35,000 kegs of draught beer were imported 
ithe 1985 fiscal year at a cost of $3 million. 


During the current year’s audit, we noted several infractions of Board rules 
‘ follows: 


* When orders placed on behalf of licensees exceed five cases, the 
Board requires a sample of the product to be submitted for 
laboratory analysis. However, since April 1983 samples of only 2 
of the 13 brands imported had been submitted to the Board for 
analysis. 


* None of the orders placed by the company was supported by a list 
of names and addresses of the licensees for whom the orders were 
| placed or by a signed copy of an order for each name on the list. 


* Required deposits of 25 per cent for each order were not remitted 
to the Board. 


«The remaining 75 per cent was not remitted when the beer was 
delivered to the company’s warehouse. The company made 
payments on a weekly basis, but only after the kegs of beer were 
sold to licensees and individuals. The time taken by the company 
to make payment in full ranged from 17 to 171 days (averaging 85 
days). In effect the Board was financing the company’s 
operations. 


* The company operated a warehouse to store and sell the kegs of 
draught beer to licensees and the general public in Ontario and to 
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other provinces. The Board requires storage in an independent 
public warehouse. 


More significantly we also noted that, contrary to section 3 of the Liquor 
Control Act and section 4 of the Liquor Licence Act, the company: 


kept for sale, offered for sale and sold beer to licensees and the 
general public; 


controlled the sale, transportation and delivery of the beer in the 
company’s possession; 

earranged for the maintenance of a warehouse for the beer, and 
controlled the storage and deliveries from this warehouse. 


The Acts explicitly grant these powers to the Liquor Control Boarc 
of Ontario, with the only exceptions being the Brewers’ Warehousing 
Company Limited and authorized manufacturers of beer or Ontario wine 
who are allowed under the Acts to operate retail outlets for the sale of bee! 
and wine respectively. 


We also noted the following: 


eThere was no written agreement between the Board and the 
company specifying their relationship, responsibilities anc 
obligations. 


¢Until such time as payment was received in full, title to the 
inventory of kegs on hand belonged to the Board. However, ther 
was no control exercised over this inventory, nor any evidence 0: 
physical inventory counts performed by the Board. 


*There was no evidence of any insurance coverage, warehous 
bond or surety deposit relating to the inventory of beer held by the 
company. 


In April 1985 we notified the Board’s senior management of thes 
contraventions of the Board’s rules and conditions, and the governing Act 
relating to the importation of private stock. 


In a letter dated September 6, 1985, from the Executivi 
Vice-President, Operations, we were advised that Management agree 
with our comments. He added that the issues raised clearly identified thi 
need to revise the Board’s current practices and to develop nev 
procedures. He also indicated that the Board’s future course of actio 
would be to assume total responsibility for the sale of imported draugh 
beer. 


WHITBY DISTRIBUTION WAREHOUSE 


During the 1985 fiscal year the construction of an automate: 
warehouse in Whitby was completed, at a total cost of approximately $9 


| 
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allion. The new facility was intended to replace four existing warehouses, 
wned or rented by the Board, thus centralizing the storage and distribution 
unctions for Board owned stores in Toronto and its environs. 


Two contractors were hired at a cost of approximately $37 million 
) install material handling equipment. Installation was to be completed 
nd ready for testing by December 31, 1983. This testing involved ‘‘the 
ight hour test’’, followed by ‘‘the 28 day test and conversion’’. The 
iccessful completion of such testing would effectively make the systems fully 
derational by July 1, 1984. 


However, due to delays on the part of one contractor, the eight hour 
‘st did not occur until September 1984, at which time it failed badly. 
ubsequently , another test scheduled for November 12, 1984 was 
ostponed. On November 29, 1984 the Board advised the contractors that. 
aless they fulfilled their contractual obligations, legal action would be 
‘ken to recover any damages. Consequently, the eight hour test was 
ympleted by January 18, 1985 and accepted by the Board, with some 
“servations. 


| 
| 





The first 28 day test commenced on February 25, 1985. However, as 
( September 13, 1985, because of various problems such as equipment breakdown, 
fe test had not been completed to the satisfaction of the Board. 


At a meeting held with Management on September 30, 1985 we 
ere advised that the test had been completed in the intervening period, but 
bldbacks totalling $5.5 million had not yet been released to the 
ontractors. Management also advised us that overall, and regardless of the 
yoblems experienced, the distribution warehouse had been operating 
‘tisfactorily since August 1, 1985, although not at full capacity. 


] 


| Because of the delays the Board has had to renew its lease on one warehouse 
t March 31, 1986, and to continue to rent space in two other warehouses on a month 


month basis. These arrangements have resulted in additional costs of over 
50,000 per month. 


: 


‘\LE OF AMERICAN BEER 
. . . . . 
As a result of a labour dispute, a lockout by the major breweries in 
‘ntario stopped the flow of beer to licensees, and to the general public as 


l Tetail stores were closed from February 26 to March 25, 1985. 


In the second week of the lockout, when it appeared that a 
<‘ttlement was not imminent, the then Minister of Consumer and 
(mmercial Relations instructed the Board to obtain beer for licensees and 
te general public as quickly as possible. 


The Board decided to maintain its position against permitting es 
‘portation into Ontario, from elsewhere in Canada, of beer produced by 
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the three major breweries. As a result the Board imported approximately 
one million cases of American beer from brewers located in states adjacent 


to Ontario, at a cost of approximately $10 million. 


Generally, sales to licensees are on a cash basis. No orders are 
released unless full payment is received. In most cases involving the 
importation of the American beer this policy was followed. However. 
contrary to its policy, the Board permitted the licensee members of the 
Ontario Hotel and Motel Association (OHMA) to pick up their orders at the 
Board’s warehouses without any payment. | 


The licensee members placed their individual orders with the 
OHMA. The OHMA then submitted a combined order to the Board. 
together with a list showing the name of each member and the number oj 


cases ordered. 
Our review revealed the following: 


¢There was no written agreement between the Board and the 
OHMA. | 


¢ When picking up their orders at the Board’s warehouses, OHMA 
members were required to sign for the number of cases taken. W 
noted, however, that the members or their representatives signe 
on either the list submitted by the OHMA, or on a sheet prepare 
by the Board, or on both. Because of difficulties in reconciling the 
two sets of records the Board has been unable to determine thc 
precise number of cases actually taken by each member. | 


| 
\ 


| 


¢ Proper accounts receivable records were not maintained by the Board. Al 
a result, the Board has been unable to determine the total sales made t' 


each member or the total amount receivable from the OHMA. | 


We noted that up to July 22, 1985 the OHMA had remitted ai 
amount of $1,340,000 to the Board and advised that an additional amoun 
of $142,000 was due to the Board. However, due to lack of prope. 
bookkeeping, as noted above, the Board was not in a position to vouch fo 
the accuracy of these figures. | 


We were advised by the Board that a special task force had bee 
established to verify the amount of American beer purchased and sol 
during the lockout. 


On October 21, 1985 the Board’s Chairman and Chief Executiv 
Officer replied as follows: | 


Private Stock Importation 


“It is quite obvious that the policies and procedures dealing 
with Private Stock Importation of Draught Beer have gone 





| 
| 
| 


| 


i 





| 
| 
} 
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} 
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on for a number of years in a manner that did not 
completely comply to legislation. 


“It should be noted, however, that these procedures were 
quite efficient. 


‘The Liquor Control Board of Ontario does agree with the 
Provincial Auditor’ s Report and the necessary procedures 
have been drafted to rectify this matter. These will be 
reviewed with appropriate officials.”’ 


| *hitby Distribution Warehouse 


“The planning and drafting of specifications for the new 
warehouse in Whitby commenced in 1981 and the target 
date for it to become operational was July, 1984. 


“This is a very complex material handling system and the 
contractors have had difficulties in meeting requirements as 
specified by the Liquor Control Board. This made it 
necessary for the contractors to make the required 
modifications in order to fulfill the contract. 


“Because of the delay and failure to pass the required tests, 
it became impossible for this facility to service our stores 
and customers. 


“In order to ensure that stores received products and also, 
to ensure that there was not a substantial loss of revenue to 
this Province, the necessary arrangements to extend the 
contracts at the existing facilities were made.’’ 


le of American Beer 


‘Although we agree with the comments on the sale of 
American beer to the Ontario Hotel and Motel Association 
Members, it should be noted that, during the beer lock-out, 
many licenced liquor establishments were very concerned 
about loss of revenue and the possibility of being put out of 
business. The Liquor Control Board normally sold 
approximately two to three thousand cases of American 
beer a week. Consequently, emergency systems had to be 
set up overnight to handle volumes that reached 140,000 to 
150,000 cases daily, the majority of which were for 
licenced establishments. This unprecedented demand was 
greater than we ever handled and led to the relaxation of 
our normal rules and procedures. 


6c ‘ . . ° ; “yp ,f Te ) 
However, a detailed audit is being currently conducted of 
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the records of the Ontario Hotel and Motel Association to 
ensure, to the best of our ability, that all monies due to the 
Liquor Control Board are accounted for. 


“Contingency procedures will be developed to properly 
deal with future occurrences of a similar nature.’ 


4.6 Opportunities for Increased Economy in Election 
Administration, Office of the Assembly 


The expenditure of the Office of the Assembly, including the Chic 
Election Office, was $36.5 million for the year ended March 31, 1985. 


The current year’s audit was extended beyond March 31, 19851 
include the May 2, 1985 election expenditures. Although we were general 
satisfied with the accounting records and systems of internal control, we felt th: 
there were opportunities for increased economy in election administration. 


° The prices paid for reproduction of electoral lists were excessive. 
We estimated that the total cost of $1,597,000 could have been 
reduced by more than $1 million. 


¢The practice of mailing a Notice of Enumeration card to every 
elector was costly ($3.1 million) and the benefits derived needed to 
be examined. 


¢ We estimated that the total cost of $1,067,000 for printing Notice 
of Enumeration cards could have been reduced by half had a more 
reasonable printing price been paid. 


COST OF REPRODUCING LISTS OF ELECTORS 


Total costs of reproducing electoral lists for the May 2, 1985 election we 
$1,597,000 for 100 copies each of 59,037 original pages, or an average cost of $27 p' 
page. Our review indicated that these costs could have been significantly reduced. 


Once an election or by-election is called, the affected elector 
districts are enumerated and the enumerators prepare a list of elector 
Under the Election Act the returning officer for the district is then requir 
to reproduce and distribute up to 100 copies of the list of electors as soon: 
possible. Distribution to be as follows: 


—one list is posted in a conspicuous place in the polling divisiol 
of urban areas; 


—one list is retained in the returning office; 


—one list is provided to each candidate in the electoral distric 
and 


—up to twelve copies are provided to each constituency associati¢ 
or candidate in the electoral district. 
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| Where a returning officer determines that he does not need 100 
opies of the electoral lists, he may arrange to produce only the number of 
sts required in his district. The returning officers arrange for the 
production of their lists, approve the suppliers’ invoices and forward 
1em to the Chief Election Office (CEO) in Toronto for payment. 





| The maximum expenditure allowed for reproducing up to 100 


i 
| 


dpies of an original page of an electoral list is prescribed by Regulations 
y the Election Act and varies with the method of reproduction as follows: 


' —reproduction by a printing method such as photo-offset, up to 
$31; 


—teproduction by a machine copier outside the returning office, up 
to $21; and 


—reproduction by a machine copier at the returning office, up to 
| 13), 


| For comparison, the maximum allowable cost for reproducing 
ectoral lists for federal elections has been set at slightly less than $21 per 
ge for 100 copies reproduced by photo-offset. 


, 


The reproduction method used in a particular electoral district is at 
le discretion of the district’s returning officer. However, a memorandum 
lom the CEO dated November 20, 1984 discouraged returning officers 
lam reproducing electoral lists by means of photocopying within their 
ituming offices. 


For the May 2, 1985 election, 38 of the 125 electoral districts paid 
le maximum $31 per original page reproduced 100 times, 55 paid the 
laximum $21 per page and the remainder paid close to the maximum 
dowable for the particular method of reproduction chosen. However, one 
(strict paid only $4.17 per original page to one of the printers used. 


| We examined lists of electors for 45 of the 125 electoral districts 
ad found that electoral lists reproduced by either print or photocopy 
1sthods were of equally acceptable quality. 


We requested the Ministry of Government Services (MGS) Print 
Ocurement Services Branch to obtain a quote from an outside printer for 
Iproducing up to 100 electoral lists for an average district and meeting the 
Secifications for the lists as laid out in the Regulations to the Act. The 
timate obtained was about $4 per original page. Even assuming a higher 
‘tual price, say $10 per page for rush orders, the savings realized would have been 
llexcess of $1,000,000. Although permitted by Regulation to the Election Act, the 
Fices paid for electoral list reproduction for the May 1985 election were excessive. 


We recommended that the CEO review its policy for reproducing 
&ctoral lists to ensure that such services are obtained in the most 
‘onomical manner. 
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COSTS AND ADMINISTRATIVE EFFORT OF MAILING NOTICE OF 
ENUMERATION CARDS 

Effective December 1984, the Election Act requires that ever 
enumerated elector be mailed a Notice of Enumeration card by the distric 
returning officers. This requirement was complied with for the first time in th 
May 2, 1985 general election at a total cost exceeding $3.1 million. 


The purpose of the Notice of Enumeration is: 


*To confirm and remind an elector that he or she has bee 
enumerated and thus is eligible to vote in the election; and 


° To inform the elector of the location of the poll at which he or sh 
is to vote. 
As of June 5, 1985, the breakdown of the total accumulated cost: 


relating to the mailing of Notice of Enumeration cards to the 5.77 millio 
electors enumerated, for the May 2, 1985 election was as follows: 





$ 
Design and printing of original 
cards and labels 41,000 
Printing of cards in districts 1,067 ,OOO 
Postage 1,500 ,000 
Returning Officers fee (9¢ per card 
addressed and sent) 516,000 
Miscellaneous 27,000 
3515.1,000 


The Notice of Enumeration card appears to duplicate informatic 
already communicated to electors through a number of other means: 


¢The Record of Enumeration (Form 301), which is completed t 
the enumerators at the time of enumeration, indicates the nam 
and address of the person enumerated and in most cases tl 
location of the poll at which he or she is to vote. A copy of th 
form is left with the elector as evidence of enumeration, Wi 
instructions to bring it to the poll on election day; 


¢ Lists of electors are posted publicly in urban areas; and 
* Local advertisements and literature are provided by candidates. 


To ensure that the Notice of Enumeration cards were received | 
electors prior to the first advance poll, all returning officers were instruct 
to mail these cards by April 19, 1985 at the latest. However; 


—At least 850,000 or approximately 15 per cent of all cards wé 
not mailed by that date. In one riding, over 75,000 cards wé 
not mailed until April 30, and in another riding over 21,0 
cards were mailed on May |. 


COMMENTS ON CROWN AGENCY OPERATIONS 143 


—At least 3,900 electors did not receive a Notice of Enumeration 
card because addresses were incomplete, incorrect or 
indecipherable. 


eee 





—At least 500 cards were mailed but were returned as 
undeliverable because no address labels were attached to the 
cards. 


| . : 
herefore many electors did not receive a Notice of Enumeration card prior 
the election. 


Voter turnout in the last 15 Ontario general elections dating back to 
34 has averaged between 58 per cent and 74.1 per cent. Voter turnout in 
[2 May 2, 1985 election was 61.5 per cent. Although a number of factors 
‘ect voter turnout, the mailing of Notice of Enumeration cards did not 
pea to have significantly influenced voter participation in the May 2, 
185 election. 





As of July 5, 1985, nine returning officers had responded to a 
srvey conducted by the CEO. Seven expressed concern over the necessity 
id usefulness of mailing Notice of Enumeration cards. 





| We concluded that the practice of mailing a Notice of Enumeration card to 
ry elector was costly and that the benefits derived needed to be examined. 


OST OF PRINTING CARDS 


| The design and specifications for Notice of Enumeration cards were 
tablished by the CEO. These specifications were then given to district 
fuming officers who arranged for local printing and distribution. 


Sppliers’ invoices for printing Notice of Enumeration cards were 
aproved by district returning officers and sent to the CEO for payment. 


| The maximum price to be paid by district returning officers for the 
)nting of Notice of Enumeration cards is not defined in the Regulations to 
& Election Act. The price was therefore established by the CEO at 15.9¢ 
or card for the May 2, 1985 general election. 


We reviewed the costs of printing these cards for all 125 electoral 
itricts and found that a majority (92 per cent) of the districts paid the 
-ablished price of 15.9¢ per card. However, ten electoral districts paid 
Hecntly less, with prices ranging from 2.17¢ to 12¢ per card and 
t2faging 6¢ per card. 








As a result, we requested the Ministry of Government Services , 
nt Procurement Services, to estimate the cost of reproducing Notice of 
-umeration cards for an average size riding in accordance with the CEO 
Pcifications. They estimated the cost to be approximately 3.3¢ per card, 
‘h the cost doubled for a rush order. 
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Total costs for printing Notice of Enumeration cards for the May 2, 198 
election were $1,067,000 or approximately 18¢ per card, including federal ar 
provincial taxes. If a more reasonable price had been paid, say 9¢ per cai 
(including taxes), total savings would have exceeded $500,000. 


If the practice of mailing Notice of Enumeration cards was to b 
continued, we recommended that the CEO establish a more economic 
price for the reproduction of these cards. 


The Chief Election Officer responded to our report in a letter to th 
Speaker of the Legislative Assembly. This response, forwarded to us c 
September 24, 1985 by the Speaker, included the following: 


General 


“Some emphasis in the Auditor’s Report was directed at 
printing costs associated with voters’ lists and enumeration 
cards required as part of the election procedures set out in 
the Election Act. While the Auditor has raised the level of 
cost in these areas, we would note that overall payments 
were made at less than the limits set out in regulations 
under the Election Act. 


“The intent of this letter is to set out an ‘operations’ 
perspective which we feel is necessary to adequately assess 
the approach taken to meeting printing needs within the 
very tight time requirements that exist during an election. 
Simply stated — there is very little margin for mistakes in 
undertaking the conduct and administration of an election 
once the Writs have been issued. Within the 37-day period 
that is allotted, all of the necessary tasks must be 
completed. Delays or postponements are not part of the 
process and are not acceptable.’’ 


Costs of Reproducing Lists of Electors 


“While efforts to continually improve efficiency and 
develop cost-effective procedures are essential in the 
conduct of government affairs, we are concerned that the 
magnitude of the printing efficiencies and savings 
suggested, do not take into account all relevant factors. AS 
well, we do not feel that they have been considered as part 
of the total requirements that must be met after the election 
is called and in relation to the environment within which the 
election is conducted. It is important to note that in reality 
there is not one election but, in fact, 125 individual 
elections — one within each of the electoral districts in the 
province. Those elections, while conducted under the 
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overall supervision of the Chief Election Officer, are 
conducted on an individual basis by each of the Returning 
Officers responsible. Their task is enormous. 


‘Returning Officers conduct elections within regulations 
and guidelines provided by the Ontario Election Office . 
These guidelines include maximum costs (as set out in the 


body of this report) to be paid for the reproduction of lists of 
PRCCIOLS ns 


“The first point of emphasis is that under the present 
staffing in the Returning Office at the time of an election, 
there is not provision made within staff resources for the 
preparation and handling of significant volumes of printed 
material. This would include the electors lists. 


“The policy within the Ontario Election Office is that 
printing, including the electors lists, ballots, etc., is to be 
placed with a capable, responsible printer that can 
demonstrate the ability to meet both quality and time 
deadlines . If some, or all, of this responsibility were placed 
within the Office of the Returning Officer, it is our view that 
additional staffing would be required to meet election 
obligations. Therefore, while a cost saving might be 
possible in actual printing costs, there would be an offset 
necessary in personnel costs. 


“We believe this policy of utilizing qualified and 
dependable outside printing assistance, chosen by each 
Returning Officer, is the most realistic approach to be used 
within the election period. The Auditor has, for example, 
cited one riding where only $4.17 per original page was 
paid to one of the printers used. In fact, this amount 
represented only a portion of the work involved with a price 
of $31.00 per page being paid for the remainder to ensure 
all printing requirements were completed on time. 


“Tt is our view, based on the very substantial experience of 
Election Office staff, that the election process must be 
approached and viewed as a whole that encompasses both 
the financial and operational management point of view. 
With this requirement in mind, I have advised Returning 
Officers that they are not encouraged to consider copying 
the list of electors. The reasons cited include: 


1. they should be devoting all of their energy and efforts to 
the proper administration of the election, 
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2. withdrawing the printing of the list from experienced 
printers may cause difficulties in the ordering of 
proclamations, Notices, Ballots and sundry printing 
needs which are also essential elements in the election 
process; 


3. the Election Act in Section 18(3) states that the 
Returning Officer shall cause the lists to be printed; 


4. the Schedule of Fees states that the List of Electors must 
include up to 25 complete sets, trimmed and bound with 
cardboard covers. 


“It is noted that the printing of the list of electors forms only 
part of the overall printing needs of the Returning Officer in 
each Electoral District. That printing must be completed 
quickly and according to specifications. It must be done 
correctly and within deadlines that are unusually short. As 
a result, reliability of the supplier must be a fundamental 
part of the choice of printer. As well, ability to handle the 
volume of printing required for all aspects of the process — 
not just the list of electors — is a key consideration. 


“The basis for the schedule of costs for the printing of lists 
comes from a concern that the systematic calling of tenders 
for all printing raises conflicting pressure on present staff. 


“There is not always time for present staff within the office 
of each of the Returning Officers to complete this task. How 
many printers should be involved in the tender and who 
takes the time to talk with those who call because they were 
not included? The schedule is provided to offset these 
circumstances and ensure an appropriate balance is struck 
between time pressures and lowest cost. 


“We would also note the general approach to quoting in the 
printing industry and the position of Returning Officers find 
themselves in once an election is called. Our experience is 
that if you have enough time and can look in enough places, 
you can generally find someone to print what you want for 
the price you want to pay. That does not mean, however, 
that the task will be completed when you want it and to the 
specifications that you would like. 


“Our general experience has been that when a printing task 
is undertaken for an amount that is clearly lower than 
comparative competitors, something very often does not get 
‘delivered’ — it may be the deadlines, it may be the quality 
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or it may be the completion of the necessary steps to ensure 
the work meets all the specifications. It is our view that in 
the conduct of an election, there cannot be any shortfalls in 
any of these areas. As a result, a fair price is set to pay for 
work that meets the needs of the Returning Officers. The 
| guidelines set are maximums. Wherever possible, within the 
| circumstances that exist within their constituencies, the 
Returning Officers will seek and obtain a lower price. 





“It is noted, for example, by the Provincial Auditor that for 
comparison, the maximum allowable cost for reproducing 
electors lists for federal elections has been set at slightly 
less than $21 per page for 100 copies produced by photo 
offset. We would also note that the cost to the Federal 
Election Office for reproducing the electors lists for the 
province of Ontario at the last election in September, 1984 
was thousands of dollars higher than the cost of 
reproducing the electors list for the Ontario provincial 
| election held in May, 1985.”’ 


osts and Administrative Effort of Mailing/Cost of Printing, Notice of 
numeration Cards 





The election of May, 1985 was the first occasion on which 
the Notice of Enumeration cards was used. The provisions 
for the use of the cards were part of the new Elections Act 
which came into effect with this election. 


‘The question of whether or not the cards will be used is, in 

fact, a policy area for decision by the Legislature. It was 
agreed by all parties that the cards should become a part of 
the election process in Ontario. We do not regard the 
question of changing the use of the cards as an area for 
decision by the Ontario Election Office. 


From the point of view of cost for the cards, our comments 
regarding cost versus time conditions that relate to the list 
of electors also applies in general terms to the printing of 
the cards. A cost schedule for the cards was set based on the 
Government of Canada Tariff of fees, January, 1954 with a 
10% cost increase for the 18-month period between then 
and the Ontario election. Because this was the first time the 
cards were introduced, there may indeed be alternate ways 
to reduce the cost involved in their preparation and 
distribution. However, we believe the basic question of 
their continued use needs to be addressed at the same time 
as we examine how best to ensure they are produced and 
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distributed at a cost that is as reasonable as possible under 
election conditions.’ 


Conclusion 


“In closing, we would emphasize our concerns that both the 
list of electors and the enumeration cards cannot be viewed 
as a process that is driven only by question of printing cost. 
Nor can they adequately be assessed by a comparison with 
cost quotes outside the reality of an election period. During 
an election onan electoral district by electoral district basis 
a great many printing needs are being met as part of the 
election process — not just those of the Returning Officers. 
We remain concerned that the question of ‘cost’ has not 
been looked at comprehensively within the overall 
framework in which it was incurred and with the due 
consideration to the balance between cost and need. 


“In raising this issue, we do not do so to challenge the need 

for this office to be as efficient as possible in our operations 
— because there is a need to be as efficient and effective as 
possible. In this light, we will continue to examine on an 
ongoing basis how best costs can be related to needs to 
ensure that funds are expended to obtain maximum value. 
As recommended by the Provincial Auditor, we will 
establish a Task Force to review the policy for reproducing 
electors’ lists to ensure such services are obtained in the 
most economical manner.’’ 


4.7 Rationale Questioned re Creation of New Charitable 
Foundation by The Ontario Cancer Institute 


The objective of the Institute , a corporation without share capital, 
to maintain, manage and operate a provincial hospital with facilities fc 
cancer research, diagnosis and treatment. As at March 31, 1985 th 
Institute’s assets totalled $34.3 million, with corresponding liabilities ‘ 
$6.2 million and a fund balance of $28.1 million. Revenue for the ye 
(including grants of $39.6 million from the Province) was $54.1 millio! 
and expenditures totalled $55.8 million. The Institute’s audit is performe 
under our direction by a public accounting firm. 


By resolution of the Institute’s Board and approval of the th 
Deputy Minister of Health, the balance in the Institute’s Endowment al 
Special Purposes Fund ($11.4 million) was transferred to a newly creat 
charitable foundation, the P.M.H. Trust, on June 30, 1983. The audit 
this foundation is neither performed under our direction nor is subject 
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‘ur review. Based on the following observations, we questioned the rationale for 
reating the Trust: 


| ¢The functions of the P.M.H. Trust appeared to be the same as 
| those of the Endowment and Special Purposes Fund previously 
operated by the Institute. 


| °P.M.H. Trust had a Board consisting of three members who were 
also board members of the Institute. 





‘The accounting records of P.M.H. Trust. were essentially 
maintained by the Institute, similar to the arrangement when the 


Endowment and Special Purposes Fund was administered by the 
Institute. 


¢ The auditor of the Institute was also the appointed auditor of the 
P.M.H. Trust. 


The Chairman of the Institute, on March 12, 1985, commented as 
sllows: 





| ‘The P.M.H. Trust was established after consultation with 
| . . . the then Deputy Minister of Health who, at my request, 
wrote to .. . the Assistant Deputy Minister, Legislation 
Branch, Revenue Canada, in support of the establishment 
of the tax-exempt status of the Trust... . 


The P.M.H. Trust receives and maintains funds to be used 

for the benefit of The Ontario Cancer Institute 
incorporating The Princess Margaret Hospital. The Trust 
was established as a separate charitable organization to 
ensure that the conditions associated with donors’ gifts are 
always satisfied. 


| The members of the Board of P.M.H. Trust each sit on a 
| number of other boards, including the Board of the 
Institute. In their role as Directors of P.M.H. Trust, they 
are able to focus their attentions exclusively on the Trust's 
| funds and its various investments, thereby ensuring that 
both are managed most effectively. It is my intention to 
enlarge the Board of the P.M.H. Trust by the inclusion of 
| interested and qualified individuals who are prepared to 
support and further the Trust and its objectives. 


| 

| ‘As noted, P.M.H. Trust funds are to be used for the 
benefit of The Ontario Cancer Institute, the programs of 
| which are many and diverse. The independence of P.M.H. 
. Trust ensures that the applications for funding from 
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members of the Institute’ s medical and scientific staff, who 
have widely varying interests, are reviewed equitably and 
with undivided attention.’’ 


4.8 Observations re Investment Management and Financial 
Systems Control, The Ontario Cancer Treatment and 
Research Foundation 


The objective of the Foundation, a corporation without shar 
capital, is to establish and conduct a program of research, diagnosis an 
treatment in cancer, including the recording and compilation of case date 
the education of the public and provision of training facilities. 


As at March 31, 1985 the Foundation’s assets totalled $47. 
million, with corresponding liabilities of $5.2 million and fund equities ¢ 
$42.1 million. Revenue of the Foundation’s Capital and Endowment Fun 
for the year (including grants of $40.9 million from the Province) wé 
$44.7 million, and expenditure totalled $44.6 million. 


Resulting from our current year’s audit, the following matters wel 
included in our report to the Foundation: 


° The sale of $3.3 million of debentures, which resulted in a loss of 
$368,000, was not supported by evidence of potential overall gain 
from the sale and reinvestment of the proceeds. 


eA computerized Patient Care Management System under 
development by the Foundation since 1983 to provide better 
billing systems at the clinics had not been implemented. 


INVESTMENT PORTFOLIO 


The investments of the Foundation had a book value of $28 
million as at March 31, 1985. We understood that a major portion of the 
investments would be liquidated during the next three to five years 
provide funds for the construction of new clinics or major expansion 
established clinics. Details of the 1985 year end investment portfolio < 
shown in the following table: 


Book Market 
Value Value 
($ millions) ($ millions) 
Short term 8.4 8.4 
Bonds 11.8 122 
Stocks 8.3 10.1 
Mortgages a oe 


| 


| 
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| Since January 1, 1984 the investment portfolio had beer, managed 
ry a Trust Company. 


During the year ended March 31, 1985 the Trust Company sold 
‘7.9 million of bonds and debentures, and incurred a loss of $644,000. 
Management informed us that the Trust Company’s basic philosophy is to sell 
vestments at a loss if there is a greater potential for gains by the purchase of other 
ivestments. We reviewed the sale of 113/4 per cent Municipality of Metropolitan 
oronto Sinking Fund Debentures, maturing in 1993 with a book value of $3.3 
tillion, which resulted in a loss of $368,000. No documentation was available to 


dicate potential gains which would justify the loss incurred on this transaction. 


To retain effective control over its investment portfolio we 
scommended that the Foundation obtain documentation from the Trust 


/ompany explaining the rationale for the disposition of investments where 


gnificant losses on disposal were anticipated. 
j 


Ni BILLINGS — LONDON CLINIC 





| 


Billings were prepared from patients’ medical record forms 
yrwarded to the Clinic’s business office. Billing procedures did not ensure 
lat all treatments rendered by the Clinic were billed since: 


| ‘there was no assurance that the business office received all 
medical record forms for treatments; and 


*many of the medical record forms received were not properly 
completed to enable a billing to be raised by the business office. 


| We noted that there were approximately 3,000 medical record 
Irms on hand in the business office at March 7, 1985. The majority of 
tese forms were for services rendered in 1984, but because of incomplete 
iformation on the forms billings had not been made to OHIP. Normally 
(HIP will not accept billings which are more than six months old. 
ent. revenue due to the Clinic for these services may not be 

lized. A conservative estimate of unbilled services. using the minimum 
IP fee ($16.50) for partial assessment, was calculated at approximately 


0 000. 


| Pending the implementation of a computerized Patient Care 
‘anagement System, we recommended that the business office take 
‘propriate action to ensure that billings would be made for all chargeable 


srvices. 


In their response management acknowledged that significant 
Slings were being missed: Patients’ billings were currently under review 
iross the Foundation, and until the review of the situation was completed, 
Clinic’s Director would be working on stopgap measures to maximize 

lings. 


| 


P52 AUDITOR’S REPORT FOR 1985 


Inadequate control over patients’ billings at other clinics had been referrec 
to in previous audit reports. Management had responded that a computerize 
Patient Care Management System was being developed to correct the problem 
However, this system had not been implemented at the time of our audit. 


The foregoing comments were reviewed in draft form with official: 
of the Foundation. However, since no formal report had been issued as a 
September 30, 1985, we are unable to present the Foundation’s views 01 
the subject matter. 


4.9 Improvements Needed re Policies and Procedures, Province 0 
Ontario Council for the Arts 


The principal function of the Council is to provide grants 
scholarships or loans to organizations and persons for study or research 1 
the arts. Another function is to present awards to Ontarians for the: 
outstanding accomplishments in the arts. 


As at March 31, 1985 the Council’s assets totalled $3.6 millior 
with corresponding liabilities and equity. Income of the Council for th 
year (including grants of $21.4 million from the Province) was $21. 
million, and expenditure totalled $21.3 million. 


During the current year’s audit we observed; 


° extensive reimbursement of admission tickets to events attended 
by Council members, Discipline Officers and other staff; 


° absence of established guidelines and procedures for selection, 
monitoring and performance assessments of consultants. 


REIMBURSEMENT OF ADMISSION TICKETS 


External advisors are paid by the Council to provide artist 
assessments and recommendations concerning organizations requestit 
financial assistance. Generally, this advice is relied on when decidir 
whether to fund the organizations. Discipline Officers process applicatio! 
received for financial assistance from various art disciplines such as Musi 
Theatre and Dance. 


To enable Council members and staff to become familiar with tl 
quality of events presented by these organizations, the costs of admissit 
tickets for those events attended are reimbursed. For the fiscal year end 
March 31, 1985, reimbursements of admission tickets totalled $22,900. 


The following observations were made during our review: 


-e There was no limit on the number of events which Council members 2! 
Discipline Officers could attend. 


* There was no restriction on Discipline Officers attending events 


disciplines not under their responsibilities. 


COMMENTS ON CROWN AGENCY OPERATIONS 153 
rn 
in other 


* Except for a limit of two tickets in each fiscal year for attendance at the five 
major arts organizations, there was no limit on the number of events which 
senior officers and support staff could attend. 


* Reimbursements claimed during the year were as follows: 


—$9,100, ranging from $80 to $2,000 per member, for the 12 
Council members; 


—— 


—$3,700, ranging from $40 to $1,000 per officer, for 12 of the 14 
Discipline Officers: 


| __ —$5,100, ranging from $36 to $3,500 per officer, for the 6 senjor 
officers; and 


| —$5 ,000, ranging from $9 to $1,000 per support staff, for the 27 
employees on staff during the year. 





Since artistic assessments affecting funding decisions are primarily 
ised on the advice of paid professionals, we felt that the reimbursement 
ie for admission tickets detracted from the economy of the Council’s operations. 
Ye therefore recommended that a limit be placed on the total number of 
cents which the Council would reimburse. 


ONSULTANTS 


We examined contracts awarded to three consultants who provided 


stvices to the Council in the areas of personnel, administration and 
flance. | 


For the 1985 fiscal year, payments made to these consultants under 
dnumber of small contracts were $27,000, $20,000 and $8,000 
“spectively. Our review indicated that the Council had not established guidelines 
‘id procedures for the use, selection, monitoring and performance assessments of 
“asultants. For example, instead of giving several small contracts to each 
“nsultant, the contracts could have been consolidated and awarded by 


ng competitive selection procedures. 


We recommended that the Council adopt appropriate Sane 
¢ the acquisition of consulting services, using the Ontario Manual o 
‘Iministration as a guide. 


The following comments were included in the Council’s reply 
Led October 9, 1985: 

‘imbursement of Admission Tickets 

| “It has always been Council's policy to reimburse Council 
Members and staff for purchase of admission tickets to 
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events staged by client organizations. This policy was 
adopted in recognition of the fact that it was vital to OAC's 
credibility and effective operation that Council Members 
and professional staff be thoroughly familiar with the 
nature, extent and quality of the arts in Ontario. Both 
Council and staff members perform more efficiently when 
they are informed in the field they serve. A thorough 
appreciation of all the arts ts particularly important in the 
professional staff, who participate in the ‘dry run’ process, 
in which all applications are discussed before presentation 
to Council. It is also highly desirable for support staff to be 
familiar with the work of clients with whom they must deal 
on direct, professional basis. Additionally, it is a basic 
tenet of the Council that artistic exposure is an element in 
continuing education, contributing to personal growth and 
development. 


“When Council members and staff are in attendance at 
client events, they are recognized as being ‘on duty’, 
representing the interests of OAC and not in attendance for 
recreation. It is preferable that Council and staff members 
be in a position to pay for their admission to these events, 
rather than accepting complimentary tickets which might 
appear to compromise their impartial position. 


‘The funds involved, of course, go directly into the revenue 
of the arts organizations which OAC is set up to support. 
The amount is not regarded as being disproportionate — in 
1984/85 just $22,956 in total, less than I%uof OAGS 
administrative costs and less than 0.1% of total budget. 
Since OAC assists some 1,000 organizations, and assuming 
a conservative average ticket price of $10 per performance, 
the total amount expended could be regarded as the 
equivalent of one pair of tickets for each organization 
supported. 


“For all these reasons, Council finds itself in disagreement 
with this recommendation.’ 


Consultants 


“Council agrees there is a need to develop clear guidelines 
for the usé, selection, monitoring and performance 
assessment of consultants and will undertake to do so this 
year, using the Ontario Manual of Administration as a 
guide.”’ 
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4.10 Inadequate Accounting Records and Controls, The Ontario 

| Heritage Foundation 





The objectives of the Foundation, a corporation without share 
sapital , include the acquisition of property in trust for the people of Ontario 
ind the preservation of property of historical interest. 


As at March 31, 1985 the Foundation’s assets totalled $33.8 
nillion, with corresponding liabilities of $.4 million and fund equities of 
333.4 million. Revenue for the year (including grants of $2.6 million from 


} 


te Province) was $4.7 million, and expenditure totalled $3.7 million. 


Our 1984 audit report to the Foundation, which was issued 


ubsequent to the printing deadline for our 1984 annual Report, highlighted 
ae following matters: 
| 


* A comprehensive review of the F oundation’s accounting records 
and procedures was needed. 


| 
} 


*Controls over articles of a cultural nature owned by the 
Foundation were poor. 
| At the completion of our 1985 audit, it was apparent that our concerns had 
dt been fully addressed. 


CCOUNTING RECORDS AND PROCEDURES 


In August 1984 the Foundation hired a person to fill the newly 
tated position of accountant/financial analyst. This person was to be 
‘sponsible for providing professional level accounting and financial 
‘porting services including the implementation of improved internal 
ontrol over assets, revenues and expenditures together with documented 
«counting procedures. 


We recommended that the accountant/financial analyst, with cooperation of 
‘tior officers of the F oundation, undertake a comprehensive review of the 
fundation’s accounting records and procedures. 


| The Chairman of the Foundation replied as follows on May 30, 
N85: 


“The review which was underway before the audit was 

begun, pointed out the need for the computerization of the 

OHF’s records. Substantial progress has been made and 

the revision of the accounting ledger to support a more 
| concise general ledger will be achieved by the end of the 
fiscal year. 


In addition, the budgeting process has been altered since 
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the last Audit. The establishment of a Strategic Planning 
process, which uses the Ministry's Culture Division 
priorities as the basis for approaching the budget allocation 
and the newly-established Finance Committee which 
presents it to the Board of Directors, ensures an approved 
approach to budget preparation. This process is now in 
effect and will form the basis of the Board’ s 86-87 budget 
presentation. 


“The Foundation’s Vice-Chairman, who serves as the 
Finance Committee Chairperson and Audit Committee 
member, has been asked to undertake a review of. the 
personnel qualifications and requirements of the accounting 
function. 


“<4n Audit Committee has been established and will meet at 
least twice annually. The committee will consist of members 
appointed by the Board, none of whom will be officers or 
employees of the Foundation. . . . 


“An accounting manual will be prepared by the end of this 
fiscal year and will cover procedures for handling 
transactions, accounting policies and budget procedures 
Clea 


At the completion of our current year’s audit in August 1985, it w 
apparent that our concerns had not been fully addressed. In this regard: 


*We noted a serious deterioration in the condition of tl 
Foundation’s accounting records. 


* The Foundation was unable to properly close its books of accou 

for the year ended March 31, 1985. Closing procedures we 
neither properly planned nor effectively communicated to tl 
appropriate staff members, thus causing an increase in our auc 
time. 


¢ Computerization of the Foundation’s records was underway, 
Audit Committee was established in early 1985, and the hiring 
a Supervisor, Financial Planning and Management was planned 


ARTICLES OF A CULTURAL NATURE 


Articles of a cultural nature totalled approximately $9 million as 
March 31, 1984. For the most part these articles were on loan for display) 
art galleries, museums and similar organizations in Ontario. In accordal 
with the loan agreement it is the responsibility of the custodian to prov 
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msurance coverage, security, and physical control by unique identification 
yf each article on loan from the Foundation. 


The Foundation maintained details of loaned articles in files by donor 
ames. However, these files did not identify each article separately by location. 
onsequently, these files could not be reconciled to the total value of articles 
adicated in the Foundation’s general ledger or to the total number of articles in the 


ands of each custodian. 





| To ensure adequate control over these articles we recommended: 


—the Foundation set up a perpetual inventory record of articles 
owned by the Foundation indicating the location. description, 
value and donor’s name; 


—periodic physical inspection of articles to verify articles are on 
display with the custodian and in good condition; 


—proof of continuing insurance coverage of articles be provided to 
the Foundation annually by the custodian. 





The Chairman replied as follows: 


‘The Foundation has acquired the part-time services of a 
Registrar and has appointed a committee to assist her in the 
preparation of a perpetual inventory which will detail 
location, description, value and donor’s name of the OHF 
owned articles. 


‘Periodic physical inspection of articles on display with a 
custodian will be started during the second half of the fiscal 
year. 
} ’ 
| “The Foundation at present, demands proof of insurance 
| from custodians but has found that institutions need 10 be 
| constantly requested to supply this proof. The Foundation’ s 
| present staff situation makes it very difficult to do this 
| follow-up. It plans, however, to make selective follow-up 
beginning September, 1985.”’ 


At the time of our 1985 audit, no satisfactory progress had been made. As 
iventory records remained inadequate, we had difficulty in establishing 
(2 location and custodianship of the articles on loan to various 
ganizations. 


| The foregoing matters were reviewed in draft form with officials o 
(© Foundation. However, no formal report had been issued. as a 
‘ptember 30, 1985. Therefore, we are unable to present the Foundation’s 
‘ews on the matters raised. 

| 
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4.11 Lack of Tendering, Contracts and Cost Analysis re Purchase 
of Security Services, Ontario Housing Corporation 


The Corporation was established, without share capital, in 1964 
under the Ontario Housing Corporation Act. It is empowered to carry out 
any housing projects, including the planning, construction and 
management of projects undertaken, and to acquire and dispose of land in 
its own name. The Corporation’s audited financial statements for the year 
ended December 31, 1984 are reproduced in Volume 2 of the 1984-85 
Public Accounts. 


Our current year’s audit report to the Corporation included the 
following concerns: 


eA company was paid over $7.5 million for security services 
provided during an 8-1/2 year period without the benefit of 
competitive selection procedures or written contract. 


¢ Another company, created in 1970 to provide security services 

exclusively to the Corporation, was retained under four 
consecutive five-year contracts, none of which was publicly 
tendered. 


°Costs associated with security incidents were not analysed to 
determine whether overall security services were adequate. 


DETAILED COMMENTARY 


In order to maintain a secure environment for tenants in over 1 ,00( 
housing projects managed by them, Local Housing Authorities (LHAs 
generally provide general services internally through their buildin; 
custodians and/or security tenants. However, at the Metropolitan Toront 
Housing Authority (MTHA), which controls approximately 130 of th 
1,000 housing projects, security has been provided by two private securit) 
companies (A and B) since 1960 and 1970 respectively. The activities 0 
these two security companies are monitored by the MTHA. 


During 1984 the cost of the services provided by these tw 
companies totalled approximately $4.9 million. Company A was paid $0. 
million and Company B $4.3 million. 


Our review revealed the following: 


¢ There was no written contract between the Corporation and Company ‘ 
specifying the terms of reference, services to be provided and cost of suc 
services. 


The last contract with Company A expired in September 1976. Th 
Corporation, however, continued to retain the services of Company A fc 
several of its MTHA projects even though Company B was retaine 





ae a 
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in 1970 to provide similar services exclusively at MTHA projects. 
Further, we found no evidence of competitive tendering and 
documentation to justify the retention of Company A. 


The total cost of services provided by Company A from September 1976 to 
May 1985 exceeded $7.5 million. 


Management indicated that a new contract would be in place by 
August 1, 1985 through an invitational tender process. 


*Company B was created by its principals in 1970 under the Business 
Corporations Act with the knowledge that it would provide security 
services exclusively to the Corporation at the MTHA projects. 


At the beginning of each year, the Company is required to submit 
a budget to the Corporation for approval, detailing the estimated 
expenditures necessary to carry out the Company’s operations. All 
such expenditures incurred are fully reimbursed by the 
Corporation plus an annual management fee. We were advised 
that such fee , which under the terms of the latest contract has been 
set at $240,000 per annum, covers the salary of the President of 
the Company, taxation, corporate legal fees, directors’ fees and 
expenses, and an amount for retained earnings to fund other 
liabilities not covered in the contract. 


The Corporation entered into three consecutive five-year contracts with 
this Company covering the period from August 1, 1970 to July 31, 1985. 
On July 17, 1985, the Corporation again renewed its contract for a further 
five year period effective August 1, 1985. We noted that the services 
provided by Company B have never been publicly tendered as required by 
the OHC Field Manual 1. 


We found no evidence that the Corporation had made any efforts 
to find alternative sources of supply. Therefore , we questioned the 
Corporation’s decision not to follow the public tendering 
process. 


¢The Corporation summarizes all incident reports received from 

LHAs including MTHA. The summaries, published on a quarterly 
basis, categorize the number of security occurrences by type 
(criminal and non-criminal). These are submitted to the 
Corporation’s board of directors for review. However, costs 
associated with each type of occurrence either by project, housing 
authority or region have not been kept. 


As a result, in our opinion, the Corporation was not in a position ? 
determine whether additional security services, were required at LHAs in 
other municipalities and whether such services would contribute to 
reducing costs associated with vandalism, break-ins, etc . . 
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Management indicated that it has attempted to maintain a middle 
ground in providing a level of security services that is adequate 
and not too costly. 


On September 4, 1985, the Chairman of the Board replied as 
follows: 


“The concerns that you have expressed over the security 
services provided at the Metropolitan Toronto Housing 
Authority are well appreciated, and have been under review 
by the Ontario Housing Corporation Board of Directors for 
several years. You will appreciate that the Municipality of 
Metropolitan Toronto has a number of unique 
characteristics in its public housing program, especially 
that segment for which OHC is responsible. Security 
services have been administered over the past fifteen years 
principally through one company that provides maximum 
flexibility to the Corporation, and its Housing Authority, in 
the quality and extent of security services provided. For the 
time being, the Corporation's Board has decided to 
continue the exclusive service contract. 


‘“4n invitational tender was carried out in the Spring of 
1985 for a portion of Metro. In general, the results of the 
public tender were unsatisfactory. The Corporation s 
Board has recently decided to once again address the issue 
of the exclusivity of the Metro security contract, and will be 
taking the issue up with the Management Board of the 
Ontario Cabinet. Your comment with respect to additional 
security services at Housing Authorities in other Ontario 
municipalities is noted. At this stage, there is no apparent 
need for procedural changes and the Corporation will 
continue to maintain the middle ground level of security to 
which you refer.’ 


4.12 Distributorship and Management Compensation Matters, 
Ontario Lottery Corporation 


The Corporation was established to develop, undertake, organiZz 
conduct and manage lottery schemes. The Corporation’s audited financli 
statements for the year ended March 31, 1985 are reproduced in Volume 
of the 1984-85 Public Accounts. 


Our current year’s audit report for the Corporation highlighted tt 
following matters: 


° Applications on file were reviewed but no advertising was done for 
a distributorship opening awarded to an employee. 
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* Management compensation increases exceeded the 


| 

government 
| guidelines of 5 per cent. 

| 

| 

| 


EMPLOYEE APPOINTED AS DISTRIBUTOR 


Overview 


| Across the Province the Corporation employs 47 distributors who, 
as independent businessmen and women, supply lottery tickets to retail 
outlets in Ontario. Distributors receive commissions on the tickets sold. 
handling fees for reimbursing winning tickets redeemed by retailers, anda 
service fee for terminals in their territory. In the 1985 fiscal year the 
average net income, without deducting any salaries paid to family 
members, was $64,000 with several distributors having net income in 
excess of $100,000. The net income represents gross commissions and fees 
less payments by the distributor for all overhead selling costs, including 
salaries for sales and office staff, rent, interest, insurance and other 
business costs. 


We understand that the Corporation has recently been addressing 
the issue of distributor income and has taken several initiatives such as 
reassigning territories and revising distributor contracts. 


Procedure for Appointment 


The Corporation’s procedure for appointing a distributor is as 
follows: 


e Any resident of Ontario who wishes to become a distributor can 
submit an application to the Corporation. 


¢The Vice President, Sales and Distribution, and his staff review 
all applications received in the past two years for a particular 
territory. 


¢ Applications with the proper qualifications and meeting certain 
criteria (e.g. financial background, ability to deal with people) are 
| selected for review by the President. 


| ¢ Approximately 5 to 10 applicants are interviewed by a Board 
| Subcommittee which results in one applicant being recommended 
| to the Board of Directors for approval. 


Distributorship Awarded to Employee 


In our previous year’s report we noted that the Corporation had not 
\dvertised since 1978 for interested distributorship applicants when 
dpenings arose and suggested that the Corporation reconsider their policy 
n this area. 


| During the 1985 fiscal year we noted that one distributorship a oe 
Wailable was awarded by the Board of Directors to an employee of the Corporation. 


| 
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In this instance the 40 applications which were on file were reviewed and 6 of the 
applicants were interviewed. However, the Corporation did not advertise that this 


distributorship was open. 


In our opinion, employees could be perceived as enjoying an unfair 
advantage in applying for distributorship openings. However, we 
understood that both the Board and the Minister had approved the practice 
of accepting applications from employees to ensure the selection of the best 
available candidate. 


We were advised that the Corporation anticipated advertising for 
future distributorship openings and, in accordance with its policy, would 
continue to accept applications from interested employees. 


NON-COMPLIANCE WITH INFLATION RESTRAINT PROGRAM 


The Public Sector Prices and Compensation Review Act, effective 
October 1, 1983, required public organizations to report all compensation 
increases granted during the restraint period to the Inflation Restraint 
Board (IRB). As established by the Treasurer under the Act, total 
compensation, including merit and cost of living revisions, was not to exceed 5 per 
cent. 


On October 31. 1984 the Corporation requested IRB approval of a 7.44 
per cent merit and cost of living increase for the Management Compensation Plan. 
and a 9.77 per cent increase for the Executive Compensation Plan. The IRB. 
informed the Corporation on October 31, 1984 that “‘if you are not advised 
to the contrary within fifteen working days from the date of this notice, you 
may implement the group compensation plan changes.’’ On November 23. 
1984 the Corporation informed the IRB that they were implementing the 
reported changes ‘‘as no notification has been received from you.”” The 
Corporation informed us that they were also in close contact with the Civi 
Service Commission and the IRB prior to formalizing their submission. 


We acknowledge that the Corporation complied with the applicable filins 
requirements; however, we believe the Corporation was still in contravention of thi. 
Treasurer’s criteria under the Act. Furthermore, in our review of governmen 
ministries and a number of the larger Crown agencies and corporations fo 
compliance with the Treasurer’s criteria, we noted that the Corporatio! 
was the only one in non-compliance. 


The following response was received from the Chairman of th 
Board on October 15, 1985: | 


Employee Appointed as Distributor 


“Until recently, it has been the policy of the OLC Board of 
Directors not to advertise for applicants to fill vacancies for 
distributorships. It has always been felt that we received an 
adequate number of applications without advertising . It was 
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also felt that it showed an element of initiative when 
applicants applied for a distributorship without the prod of 
a newspaper advertisement. The Board of Directors have 
always looked to fill distributorships with individuals who 
possessed strong business interest, as well as initiative and 
enthusiasm. 


‘As you have noted, during 1984/85 a distributorship 
became vacant, and this distributorship was filled by an 
employee. The employee applied in the same manner that 
other candidates had applied. In view of the fact that the 
employee had spent 10 years working for the C orporation, 
and had on 7 occasions operated distributorships on behalf 
of the Corporation during periods of vacancy, it was felt 
that this employee was by far the best candidate. It has 
always been the aim of the Board of Directors to appoint the 
best qualified individuals as distributors, and we felt that 
this employee had the best background of any of the 
candidates interviewed. 


“In future the Board will advertise in local newspapers 
when seeking candidates to fill a distributorship. We have 
been advised by the Minister that employees may apply for a 
distributorship as long as the opening is advertised.’ 


Jon-Compliance With Inflation Restraint Program 


On April 19, 1984, the Corporation received a copy of a 
memorandum addressed to all Deputy Ministers pointing 
out that the granting of increments to management and 
excluded employees could now be resumed. It was noted in 
the memo that the ‘restrictions on the size of increments 
2%-5% and, one per year, shall continue.’ Because the 
OLC is on a step by step merit system, a check was made by 
our Personnel department with the Pay Policy branch of the 
Civil Service, to confirm that we could continue to award 
our step merits. We were given the approval to proceed in 
this regard. 


“During August 1984, directions were received from the 
Civil Service covering cost of living awards for the 
management and executive groups being 4.31% and 4.23% 
respectively, effective April 1, 1984. In September, 1984, 
our Personnel Manager visited the Pay Policy branch in 
person to ensure that we were completing the Inflation 
Restraint Board reports correctly ( ‘for salaries and 
benefits). 
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“On October 31, 1984, we submitted the appropriate IRB 
forms which had been completed for approval by the AIB. 
These forms reflected a 4.31% cost of living and the 
appropriate merit increase for a total of 9.77% for the & 
employees in the executive group. They also reflected a 
4.23% cost of living adjustment and the appropriate merit 
increases which together totalled 7.44% for the 31 
employees in the management group. 


“On October 31, 1984, the IRB acknowledged receipt of 
both submissions and gave approval to proceed with the 
increases if we were not advised to the contrary within 15 
working days. By November 23, 1984, no communication 
had been received from the IRB and we notified them in 
writing that we were proceeding with the cost of living 
increases. The related increases were processed on 
December 13, 1984, at which time we still had not heard 
anything from the IRB. If we had been advised by the IRB 
that we were in contravention of the Act we would not have 
proceeded with the cost of living expenses. 


“Pursuant to the Order-in-Council which established the 
OLC salary schedules, our salary ranges are to be adjusted 
to the same extent as the salary ranges of those 
corresponding classes within the Civil Service. 


“The OLC was never notified or informed that we were the 
only agency that was in non-compliance, and that the IRB 
had formally written to the Treasurer regarding our 
adherence. I can assure you that if we had been appraised 
of these circumstances we would not have implemented any 
of these increases.’’ 


Ontario Place Corporation 


The Corporation’s audited financial statements for the year ende 
March 31, 1985 are reproduced in Volume 2 of the 1984-85 Publi 
Accounts. The Corporation’s objects include the operation of Ontari 


Place as a provincial exhibit and recreational centre. 


Our current year’s audit report to the Corporation included th 


following: 


°Free passes issued by the Corporation admitted approximately 
33,000 people to Ontario Place during the 1984 season. 


¢ Internal controls were inadequate in the accounting for free passes 
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| and, in numerous cases, the reasons for issuing passes were not 
recorded. 


° There was no assurance that all parking fees were accounted for, 
since no action was taken to reconcile parking usage with free pass 
activity and revenue received. 


SSUING OF FREE PASSES 


The Corporation issues free VIP passes and one day complimentary 
vasses. Additionally the Corporation has a reciprocal arrangement with a 
iumber of other attractions, such as‘Canada’s Wonderland and the Ontario 
science Centre, which allows employees of these attractions free 
dmission to Ontario Place along with a guest. 


| There are various types of VIP passes. A lifetime pass admits the 
older of the pass and accompanying party of up to eight people. These 
asses are issued with the approval of the Board to Board members and. 
pon separation, to employees who have made a significant contribution to 
he Corporation. As well, the Corporation issues seasons passes which 
dmit either the holder and party (gold) or the holder and guest (silver). 
these passes are issued with the approval of the Chairman or the General 
Nanager. All VIP passes include free parking. 


The one day complimentary pass admits only the recipient to the 
ark. The issuance of these passes is supported by a requisition form 
ubmitted by department managers and approved by the General 
Manager. 


The Corporation’s records indicated that approximately 33,000 people (1 
er cent of total attendance) gained free entry during the 1984 season, including 
9,000 VIP and reciprocal arrangement entrances and 14,000 one day 
omplimentary passes. 


During our review of these free passes we noted that: 


| * The Corporation had no accurate record of how many lifetime passes were 
| issued. For example, 13 of 150 passes could not be accounted for. 


*All Ontario Place permanent employees received a gold season 

| pass and, as well, 19 spouses of senior managers and Board 

members had gold season passes. Also, 24 gold passes had been 
issued to various ministries and agencies. For instance, passes had 
been issued to 13 branches within the Ministry of Tourism and 
Recreation. 


*Due to poor control over the issuing of passes, at least 5 ae 
received 2 gold or silver season passes each. These passes were paki 
to senior private and public sector people. None of these duplicate 
Passes was returned. 
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¢ 43 lifetime passes had been cancelled but only 15 had been recovered. 


e Numerous one day complimentary passes had been issued without reason 
being recorded for their issuance. 


We recommended that the Corporation: 


(1) consider reviewing its procedures to ensure that there is adequat. 
justification for all free passes issued; and | 


(2) strengthen its controls over issuing and recording of free passes. | 


PARKING REVENUE 


In a previous year’s report to the Corporation, we noted that the collectio. 
procedure for parking fees did not ensure that all cash receipts were accounted for 
since there was no independent reconciliation of parking revenue to the number ¢ 
parking spaces ‘‘sold’’ per the automatic vehicle counters. As a result ther 
existed the possibility that the cashier could keep parking fees collected b 
not recording the transaction. | 


We were informed that the automatic underground counte 
installed at the gates to the parking lots were not being used as 4a 
independent control because of the significant number of free parkin 


passes in use which made a reconciliation impracticable. During our curre!| 
year’s review we noted that this matter had not been corrected by the Corporatior 


In order to ensure that all cash receipts are accounted for, W 
recommended that the Corporation improve the controls over the collectic 
of parking fees. For instance, the Corporation could post signs requestir 
customers to ensure they obtain a receipt and periodically perform surpri: 
inspections of cashiers’ receipts. We also recommended that th 
Corporation, in conjunction with their recently hired internal audite 
investigate these and other possible controls. | 


The following response was received on October 24, 1985: 
Issuing of Free Passes 


“Since Ontario Place first opened, a system of free 
seasonal and one-day passes has been in effect to meet 
public relations and promotional objectives of the 
Corporation. These passes are extended for the following 
three basic reasons: 


1) as a courtesy to public officials such as members of the | 
legislature and metro area civic officials. 


2) to encourage cross promotion with other metro and 
provincial attractions and tourism related businesses. 


i 
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3) to promote patronage of the park by people from both 
the public and private sectors who have regular business 
dealings with the Corporation. 


“The audit findings suggest there is a need for increased 
justification and control over the issuance of these passes. 
The Corporation would like to respond to these comments 
for each of the main pass categories identified. 


1. Lifetime Passes 


“The Corporation acknowledges that the existing state of 


the records on Lifetime Passes suggests there has been a 
lack of control in this area. The Corporation believes, 
however, that it is more the confusing state of the records 
rather than lack of control in issuing these special passes 
which is at issue. Since the audit report was received, a 
further search of the files yielded the following 
information: 


—of the 13 prenumbered passes which could not be 
accounted for, the records indicate that 7 were issued 
and are still in use and 6 were used on pass boards at the 
gates and not returned to be voided; 


—the auditor was mistakenly informed that 43 Lifetime 
Passes had been cancelled; this is simply not true as only 
the I5 passes that were voided and on file were 
cancelled; the balance were not cancelled and are still in 


effect. 


“Much of this confusion resulted from a conversion from 
laminated cardboard cards to plastic credit-card type 
passes. The latter series began with the number 44 to 
ensure no disruption was made against the earlier versions 
which were still in effect. The Corporation will ensure that 
these records are substantially improved to provide a 
clearer audit trail. 


2. Season’s Passes 


‘Annual season’s passes issued range anywhere from 
1,500 to 2,000 in a given year. They are issued primarily 
for public relations and promotional reasons and cover a 
broad category of recipients including the following 
examples: 


—all members of the legislature 
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—press gallery 

—media including the ethnic press 

—all deputy ministers 

—the Haida Council 

—tourism attractions and travel associations 
—corporate sponsors 

—civic officials and staff 

_Exhibition Place officials and Sports Clubs 

—a wide variety of Ontario Place business contacts 


“As with Lifetime Passes, the Corporation believes that 
improved record-keeping and reconciliations will alleviate 
any future concern regarding potential abuse in this area. 


3. Complimentary Passes 


“The majority of one-day complimentary passes are 
distributed for promotional reasons. For example, during 
the 1985 season bulk amounts of complimentary passes 
were used for the following types of promotions: 


—contra promotions with radio stations 
—Opening Day promotion 

—Young Drivers Safety Program 
—several recognized charities 


—Haida promotion involving two visiting ships, the 
Maestrale and USS Stark. 


“Various other amounts were requisitioned to deal with 
public complaints (instead of refunds); for multi-cultural 
festivals; for official protocol purposes and as incentives for 
the hotel consignment program. 


“While the Corporation believes there was a marked 
improvement from 1984 to 1985 in the recording of reasons 
justifying these pass requests, it will continue to make the 
records much more specific in detailing the purposes to 
which these passes are put. 


“In summary, while the Corporation acknowledges that 
revenue loss at the gate occurs as a result of the free passes 
discussed above, it also believes that in many instances 
these pass receivers would not have come to Ontario Place 
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at all, or in the case of season’s pass holders, 
frequently, without the pass. Therefore, 
expenditures by these visitors would not have O 


either, which the Corporation believes offsets t 
loss. 


not as 
On-Site 
ccurred 
he gate 


“The Corporation would also like it noted that the current 
Minister of Tourism and Recreation, prior to receipt of this 
audit report, had requested the Corporation to review the 
entire pass system during the late fall period and propose 
recommendations to him prior to the ’86 season.”’ 


-arking Revenue 


Mech 


“The Corporation accepts the recommendation with 
respect to improving control over the collection of parking 


fees by posting improved signage and conducting surprise 
inspections.’’ 


Stronger Monitoring Action Required re Statutory Reports, 


Pension Commission of Ontario 
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The financial statements of the Commission for the year ended 
31, 1985 reflect total expenditure of $1,225,000 and revenue of 
616,000. The main purpose of the Commission is to promote the 
stablishment, extension and improvement of pension plans and to accept 
ll qualified pension plans for registration. 


Our 1984 audit report to the Commission, which was issued 
ibsequent to the printing deadline for our 1984 annual Report, highlighted 
1e following matters: 


* Over 70 per cent of the companies listed as being in default 
regarding the filing of annual information returns were not, in 
fact, in default. 


*Controls over the follow-up of triennial actuarial reports in 
default were weak. 


*A $1.8 million claim paid from the Pension Benefits Guarantee 
Fund could have been reduced if earlier monitoring and corrective 
action had been taken by the Commission. 


SFAULT REPORTS 


“mual Information Returns 


The Pension Benefits Act and its regulations require employers ie 
'e annual information returns with the Commission within six mont ; 
illowing the end of the fiscal year of a pension plan. In these returns, 
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employers are also required to certify that all contributions with respect tc 
the fiscal year have been paid. 


Each year the Commission receives approximately 9,000 suct 
returns from companies. Default reports of overdue returns are preparec 
monthly. 


Because computer input and coding errors had not been properly ant 
promptly corrected, approximately 72 per cent of the companies listed on the defaul 
reports were not, in fact, in default. This resulted in considerable time bein; 
spent determining true defaulted companies and manually sorting reminde 
letters before they were mailed. | 


In response to similar comments made by us in our 1982 report t 
the Commission, management advised us that steps would be taken t 
produce accurate monthly default reports. 


Triennial Actuarial Reports 


Regulations under the Pension Benefits Act require an employer, | 
respect of a registered pension plan, to file an actuarial report with th 
Commission not more than three years after the establishment of the ple 
and at intervals of not more than three years thereafter. | 


In our review of the triennial reports, management advised that there we’ 
approximately 200 such reports in default. The actual number of defaulted trienni 
reports was not known since no follow-up action on these reports had been taki 
since July 1983. 


Again, we had pointed out this deficiency in our 1982 report to tl 
Commission. We were advised then that appropriate corrective acti¢ 
would be taken to strengthen controls in this area. | 


On January 2, 1985 the Chairman of the Commission wrote 
follows: 


“Previous internal auditors and systems branch reviews of 
the Pension Commission computer system have 
recommended that substantial revisions to the existing 
systems are necessary. AS a result of these findings a 
systems review was undertaken by the ministry's systems 
branch and in a recently completed report it was 
recommended that the entire systems be replaced. Once 
ministry’ s approval is received a submission will be made to 
Management Board for the required funds so that 
implementation can commence in the 1985/86 plan year. 


“Until this project is in place, and fully operational, the 
Commission has engaged and will continue to engage part 
time and contract staff to assist with backlog and workload 


} 
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in the monitoring and manual processing area. Also a 
Management Board submission for eight additional full 
time staff is being prepared in order to meet the immediate 
needs of the Commission so that reports and the 


Commission’ s monitoring role could be handled on a more 
timely basis. 


“The inadequacy of the current computer system is 
primarily responsible for the numbers listed on the default 
report. Corrective measures and follow up procedures as 
outlined above are now in place. 


Over the past several months the Commission has given 

highest priority to its monitoring role and as of the date of 

writing, and ecause of the following factors there is no 

backlog in following up on true default filings: 

—reviewing default reports every three months and other 
error reports monthly, 


—changing the procedures whereby default in filing or 
payments are brought to the attention of the Commission 
members for possible prosecution, 


—changing procedures so that annual returns for 
non-registered plans will be requested manually starting 
in January ’85.’’ 


The status of these matters at the completion of our current year’s 


édit in September, 1985 was as follows: 


*An unsuccessful submission was made to Management Board in 
January, 1985 to replace the existing computer system. Another 
submission is planned for this fall. 


*8 additional full-time staff as well as contract employees were 
hired to meet the Commission’s immediate needs. 


* A regulation is in the process of approval which would double the 
annual information return fees if returns are not filed within 3 
months of their due date (as opposed to the current 6 month grace 
period). 


*The files of all annual information returns and triennial reports 
listed on default reports were reviewed and corrective action wae 
taken, such as coding corrections and mailing reminder notices. 


PNSION BENEFITS GUARANTEE FUND 


Our preceding comments relating to default reports were of 
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particular importance in view of their impact on the future operations of the 
Pension Benefits Guarantee Fund. 


The Fund, which is administered by the Commission, was 
established under the Pension Benefits Act in December 1980. The 
purpose of the Fund is to guarantee the payment, subject to certain limits 
of the pension benefits of a defined benefit pension plan that is wound uf 
under conditions specified in the Act. To the end of our audit in Septembe: 
1984, three claims totalling approximately $1.9 million had been paid fron 
the Fund. We felt that a $1.8 million claim could have been reduced had correctiv: 
action been taken by the Commission earlier in monitoring the activities of th 
company, which went bankrupt in October 1982. Specifically: 


* The annual information returns submitted by the company for th 
years 1975 to 1977 inclusive indicated that the employer’ 
contributions totalling approximately $286,000 were not paid inti 
the company’s pension plan. 


¢ An actuarial report indicated an excess of assets over liabilities © 
approximately $340,000 as at December 31, 1978. On advic 
from its actuaries the company offset this gain against outstandin 
contributions of $434,000 and paid a reduced contribution ¢ 
$94,000 into its plan. 


The Commission should have advised the company and its actuaries thi 
such action was in contravention of the Pension Benefits Act and i 
regulations, which do not allow gains to be offset against current and pa 


service contributions due. 


* The annual information returns submitted by the company for th 

years 1979 to 1982 indicated that once again the employer 
contributions totalling approximately $1 million were not pal 
into the plan. 


The Chairman replied as follows: 


“Again the Commission has given highest priority to its 
monitoring role so that there would be no backlog in 
following up on default companies. Also being considered 1s 
strengthening the legislation to require that annual reports 
are filed on a more timely basis, 1.e., within three months; 
that contributions to pension plans are remitted more 
frequently, i.e., every month; and that a company official 
be designated to submit information to the Commission.”’ 


Our current year’s (1985) audit revealed that monitoring procedut 
had improved. 
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4.15 Newly Established Crown Agencies 


| Four Crown Agencies were established during the 1985 fiscal year. 
Of these, the Grain Financial Protection Board, the Processing- Vegetable 


Fr. 


financial Protection Board and the Provincial Judges Benefits Fund are 
igencies of the Crown and are audited by our Office. The Stadium 
Corporation of Ontario Limited is a Crown controlled corporation, audited 


nya public accounting firm. 





—— 


grain Financial Protection Board 

This Board (a corporation without share capital) was established 
‘ffective October 15, 1984 by a regulation made under the Farm Products 
*ayments Act. The Board was constituted to administer the Fund for Grain 
-orn Producers and the Fund for Soya-Bean Producers. These funds were 
tablished to protect grain corn and soya-bean producers against any loss 
hrough default in payment by dealers of these products. 


: : ; ; 
’rocessing-Vegetable Financial Protection Board 


This Board, also a corporation without share capital, was 
tablished effective June 1, 1984 by a regulation made under the Farm 
*roducts Payments Act. The Board was constituted to administer the 
ewly-established Fund for Processing-Vegetable Producers, a fund to 
motect vegetable producers against any loss through default in payment by 
ealers who buy and process vegetables. 


'rovincial Judges Benefits Fund 


This Fund was established effective July 1, 1984 by a regulation 
mder the Courts of Justice Act, as part of an enhanced benefits plan for 
‘rovincial Court Judges and Masters of the Supreme Court of Ontario. The 
‘und was created in order to secure and maintain the independence of 
‘rovincial Court Judges. As part of the Fund’s establishment, moneys held 
y the Public Service Superannuation Fund and the Superannuation 
\djustment Fund to the credit of Judges and Masters as of July 1, 1984 
ave been transferred to this Fund. Other contributions to and benefits 


‘om the Fund are as defined by the aforementioned regulation. 
tadium Corporation of Ontario Limited 


This Corporation was established on August 1, 1984 by articles of 
\corporation under the Business Corporations Act, 1982 (Ontario). The 
Orporation was formed to decide on a site for a proposed domed sports 
adium and to report on how the project should be financed. The pa 
wnership of the proposed stadium, together with the construction ane 
peration thereof, will likely be vested in a wholly-owned subsidiary , the 
tadium Corporation, which was incorporated on April 30, 1985. 
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PUBLIC ACCOUNTS OF THE PROVINCE 


5.1.‘ Preparation of the Public Accounts 


The Public Accounts, which are published in three volumes, a! 
prepared by the Ministry of Treasury and Economics under the directic 
of the Treasurer of Ontario as stipulated in section 13 of the Ministry ¢ 
Treasury and Economics Act. This section reads as follows: 


“‘The Public Accounts for each fiscal year shall be 
prepared under the direction of the Treasurer and shall be 
delivered to the Lieutenant Governor in Council and laid 
before the Assembly not later than the tenth day of the first 
session held in the following calendar year.”’ 


The audit of the Public Accounts consists of an examination of tl 
financial statements of the Province appearing in Volume 1, on which tl 
Provincial Auditor expresses an opinion, together with a review of tl 
other statements and schedules contained in Volume 1. 


Volume 2 contains reproductions of audited financial statemer 
of agencies of the Crown and Crown controlled corporations: 


(a) in which the Province has an investment, or 
(b) which have borrowed from the Province, or 


(c) which have borrowed from others with a guarantee by tl 
Province. 


Also included in Volume 2 are the audited financial statements of certé 
significant operational agencies which are funded in whole or in part 
revenues generated from their operations. 


Volume 3 contains details of the expenditure for each minist 
such as salaries and wages, employee benefits, travelling expenses 4 
other payments. This expenditure is shown under two main categori 
Voted Appropriations and Statutory Appropriations. Although | 
information contained in Volume 3 is not audited in detail by this Offi 
it is subject to testing to verify its accuracy. 
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lade Financial Statements of the Province 
ENERAL 


| The audited financial statements of the Province for the year 
nded March 31, 1985 are reproduced as Exhibit 2 of this Report. The 
nancial statements and notes disclose in summary form the financial 
ctivities of the Province for the fiscal year, and report on the Significant 
spects of financial position at the close of the fiscal year. 


| The transactions of the Province are presented through the 
tatement of Consolidated Revenue Fund Transactions in summary form 
nder the following three categories of government activity: 


| «Budgetary transactions, representing the Province’s operational 


activities involving the raising of revenue from various sources 
on the one hand, and the expenditure for various government 
| programs on the other; 


| 


¢ Non-budgetary transactions, representing the lending, investment 
and trust administration activities; and 


| «Financing transactions, representing borrowing and repayment 
activities. These are classified as either ‘‘debt transactions’’ 
(amounts borrowed by the Province for its own needs) or 
‘‘Ontario Hydro transactions’? (amounts borrowed by the 
Province on behalf of Ontario Hydro). 


Regarding Ontario Hydro transactions, the Province issues 
ebentures and advances the proceeds to Ontario Hydro in exchange for 
onds with the same terms and conditions. In any year, the overall end 
‘sult of these reciprocal transactions is that payments are equal to 
‘coveries. Since these transactions are not part of the Province’s own 
udget plan, they are classified separately . 


The Statement of Financial Position reflects the financial claims 
tat have been created by cash transactions. The assets are claims by the 
onsolidated Revenue Fund on other parties. The liabilities are claims by 
thers on the Consolidated Revenue Fund. Since expenditures on fixed 
ssets do not represent claims on other parties and are not considered to 
(ffer from any other service to the public, they are not reported as assets 
, are expensed as budgetary transactions in the year of acquisition. 





JMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


| On the basis of evidence examined, the Provincial Auditor js 
‘quired to express an opinion as to the fairness of the skbierde 

ancial statements in accordance with the accounting policies stated in 
te Public Accounts, and as to their consistency. 
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Accordingly, an integral part of the Province’s financia 
statements is the Summary of Significant Accounting Policies. Thi 
Summary appears on page 1-2 of Volume 1 of the 1984-85 Publi 
Accounts, which forms part of Exhibit 2 of this Report. 


Such Summary is included as an integral part of the financia 
statements in order to provide the reader with a clear understanding of th 
principles and methods used to present the financial informatio) 
contained in the statements. Due to the nature of government accounting 
the accounting policies stated in the Summary have particular importance 
to a reader who may not be familiar with the differences, some of whic 
are significant, between the accounting policies followed by the privat 
sector and those followed by the Province of Ontario. 


CHANGE IN ACCOUNTING POLICY 


As covered in the Summary of Significant Accounting Policie 
and in note 10 to the financial statements, commencing with the Marc 
31, 1985 fiscal year, there has been a change in the accounting treatme! 
of loan transactions denominated in foreign currencies. This change, wit 
which we agree, was made for the purpose of producing a more realisti 
value of the Province’s assets and liabilities as shown in the financi 
statements. 


5.3. Advances and Loans Repayable from Annual Expenditure 
Appropriations 


Page 2-28 of Volume 1 of the 1984-85 Public Accoun 
summarizes the balances of advances or investments by the Province 
corporations, boards and commissions other than Ontario Hydr 
Additionally, page 2-31 summarizes the balances of other loans al 
investments by the Province, including loans to public hospitals. 


The balances recorded in the Public Accounts do not necessarl 
represent the amounts the Province expects to truly realize. As stated 
the Summary of Significant Accounting Policies, the funds required 
repay certain of the advances and loans are provided out of future yea 
Provincial expenditure appropriations. Examples of loans and advances 
this category are as follows: 


—Virtually all of the advances of $1,011,766 ,034 to The Onta) 
Universities Capital Aid Corporation are repayable out of fut 
years’ Provincial expenditure appropriations. Under a progt 
discontinued in 1978, the Corporation used funds advanced 
the Province to purchase debentures issued by colleg' 
universities and related institutions for capital constructi 
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| purposes . The debenture debt of the issuing institutions is 
| repaid, with interest, over the term thereof by utilizing moneys 
appropriated annually by the Legislature. The Corporation, in 


| turn, utilizes the proceeds to repay, with interest, its advances 
| from the Province. 


| —The situation with respect to the repayment of advances of 

$835,869 ,000 made by the Province to The Ontario Education 
| Capital Aid Corporation is analogous to that outlined in the 
| preceding example. Under a program discontinued in 1980, an 
' average of 75% of the advances by the Province to this 


Corporation are repayable out of future years’ expenditure 
| appropriations. 


| —Loans of $132,441,906 to public hospitals as at March 31, 
1985 are partially repayable out of future years’ Provincial 
| expenditure appropriations. Under a program discontinued in 
1978 (and replaced by capital grants), public hospitals used 
loans advanced by the Province for capital construction 
purposes. Using, in part, moneys appropriated annually by the 
Legislature, the hospitals repay their loans, with interest, over 
the term thereof. For the 1985 fiscal year, $10,088,287 was 
subsidized by way of grants from the Province to the hospitals. 


~~ ee 


—Advances to the three Development Corporations (Ontario, 
Northern and Eastern) include amounts regarding term loans 
made by the Corporations. Each year, the Corporations write 
off certain term loans that are deemed to be uncollectible. 
When such loans are written off, moneys appropriated by the 

| Legislature for that purpose are used by the Corporations to 
repay their corresponding advances from the Province. For the 
year ended March 31, 1985, $9,404,769 was so utilized. 


| 
4 Payments out of the Consolidated Revenue Fund 
| 


Payments out of the Consolidated Revenue Fund are of three 


(assifications: 
| ° . se . > . 
* Budgetary Transactions — expenditure, consisting of payments 


for goods and services, salaries, interest on public aon 
subsidies and grants, and acquisition or construction of fixe 
assets; 


*Non-Budgetary Transactions — loans, advances Aas 
investments, payments from pension and related adjustmen 
funds, and payments from trust and special purpose accounts, 


a 
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BE 
¢ Financing Transactions — retirement of debt. 


These payments are of two major types: those pursuant t 
Estimates, including Supplementary Estimates, approved by th 
Legislative Assembly, and those pursuant to the provisions of variot 
statutes. The former are termed payments from Voted Appropriatior 
while the latter are termed payments from Statutory Appropriation 
Voted Appropriations, which are formalized annually by the Supply Ac 
may be increased by Management Board Orders. The nature 
Management Board Orders is more fully explained in section 5.8. 


A third type of payment out of the Consolidated Revenue Fund 
that pursuant to delegated authority in the form of Special Warrants. TI 
nature of this authority is more fully explained in section 5.9. 


A comparative summary of payments out of the Consolidate 
Revenue Fund is as follows: 


1985 1984 
Payments re: ($ millions) ($ millions) 
Voted Appropriations 
per Legislative Assembly 
Budgetary, Expenditure (inch.see rea eee 224729 21,446 
Loans, Advances and Investments ............. eas Z 125 
225847 21 
per Management Board Orders 
Budgetary Expenditures... ...220.22«-. eeeee ree 536 234 
Loans, Advances and Investments: {..222.--2.0. is ss 
eae ee 
Total Voted Appropriationss .-324.: soe ree 2330 21,803 
Statutory Appropriations 
Budgetary, Expenditures>-<-...4ha. tee sore 3,166 2,873 
Loans, Advances,and Investments. 5 e.- sa = 51 a) 
Payments from Pension and 
Related Adjustment Funds (ee aca eee 229 174 
Trust and Special’Purpose: Accounts) (23002202. 68 33 
Retirement: of Loans <steeaaa ok eee ew 27% 
Total:Statutory Appropriations’ ses-2.. 1. eee. 93,623 3 Alg 
Total Payments: )icieadse ae bom eee eee ane 27,006 25 218 


Reference has been made in section 5.2 to Ontario Hy¢ 
transactions. Since these transactions are not part of the Province’s 01 
budget plan, and since these transactions flow through the Consolidat 
Revenue Fund without increasing or decreasing the overall balance in! 
Fund, they have not been included in the preceding summary. 
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-5 Voted Appropriations — Comparison of Authorized and 
Actual Payments 





This comparison for the fiscal year ended March 31, 1985 is as 
llows: 


| 
p 


Actual 
Under (over) 
Authorized Actual Authorized 
($ millions) ($ millions) ($ millions) 
_ Voted Appropriations 
per Legislative Assembly 
Budgetary Expenditure ........... 23,115 22,729 386 
Loans , Advances and 
TOMES GTS 7) Ce ___ 136 __ 118 18 
23,251 22.847 404 
| per Management Board 
| Orders 
| Budgetary Expenditure ........... ___ 580 OPES DO 4 


ape eo | 295900 448 


4 


“6 Statutory Appropriations 


Payments from Statutory Appropriations represent those where the 
secific authority to spend money from the Consolidated Revenue Fund is 
epressly contained in a statute of the Legislature. 


As such, Statutory Appropriations are not voted upon and do not 
rquire the approval of the Legislature. However, for the information of 
t2 Legislature , they are provided for in the annual Estimates and represent 
{> amount the government estimates will be spent in accordance with the 
éthority given in the various statutes. Unlike Voted Appropriations, 
‘atutory Appropriations do not require Management Board Orders when 
ending exceeds the amounts provided for. 


A detailed listing of Statutory Appropriations, showing tas 
aounts provided in the Estimates (Main and Supplementary) an 
epended, is included as Exhibit 4 of this Report. 


During the 1985 fiscal year, Statutory Appropriation a 
lade under the authority of 30 Acts exceeded $3.623 billion. [his 


penditure constituted 13.4 per cent of the total payments out of the 
Giotidated Revenue Fund (1984, 13.5 per cent). 


| A comparative summary, by authorizing legislation, of such 
Pyments exceeding $50 million is as follows: 


| 
| 
! 
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1985 1984 

($ millions) ($ millions) 
Financial Administration Act ............+++ 3,087 25824 
Teachers’ Superannuation Act ........-.-.+ 209 189 
Public Service Superannuation Act ........ 164 5 
Superannuation Adjustment Benefits Act . 183 ___ 12 
Saco 3,294 


Public Debt interest expenditure of $2.922 billion and $2.53: 
billion for fiscal years 1985 and 1984 respectively is included in th 
amount shown under the Financial Administration Act. 


Excluded from the preceding figures are Statutory Appropriation 
relating to Ontario Hydro Transactions which can be summarized a 
follows: 


1985 1984 
($ millions) ($ millions) 
Financial Administration Act 
Ontario securities issued on 
behalf of Ontario Hydro: 
—=interest.pald 6 ....45 space ee a, 874 800 
-=SeCUrItless PEtived Ae os. caer ees 80 160 
Power Corporation Act 
Advances to Ontario Hydro .............. TAQ 428 
lOve 1,388 


5.7 Statement of Budgetary Expenditure . 


The Statement of Budgetary Expenditure is contained in Volume 
of the 1984-85 Public Accounts and is reproduced in Exhibit 2 of th 
Report. A more detailed analysis of total budgetary expenditure can | 
obtained by the use of the standard accounts classifications. Under the 
classifications the budgetary expenditure for the 1985 and 1984 fiscal yea 
as shown on pages 2-15 and 2-15, respectively , of Volume 1 of the Publ 
Accounts may be summarized as follows: 


1985 1984 
($ millions) % ($ millions) % 
Transfer Payments |......5...00. 19,453 JERS 18,039 13% 
Salaries anda W ages: ari chen 2,258 8.6 2,160 8.8 
Other Transactions 
—Public debt expenditure 
(interest on debentures , 
BUCA) Gackt eden beac ene lay 21922 11.1 2534. 10.3 
= Othet swansea ee eee 76 0.3 82 0.3 
Services cette eres 983 35) 982 4.0 
Acquisition/Construction of 
Piiysical Assetsi.4.9). cuca 401 1.5 444 1.8 
Supplies and Equipment ......... 462 1.7 44] 1.8 
Employee Benefits ................ 346 1.3 348 4 
Transportation and 
Communication j4.\cat se. 236 0.9 224 0.9 


Pa ie hei 25,254 
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Less: Recoveries from 
other Activities , 


Ministtieseetes <..k.6s5..... 706 pda | 701 2.8 
Total Budgetary Expenditure .... 26,431 100.0 24,553 ' 











Transfer payments represent expenditure made to individuals. 
ganizations and other levels of government for which the Province does 
Mt directly receive goods or services. Such expenditure is made in 
‘cordance with legislation or established ministry policy. 


Recoveries from other Activities and Ministries relate mainly to 
ists incurred by certain ministries, on behalf of other ministries, which 
e subsequently recovered from the benefiting ministries. For Public 
ccounts presentation purposes, these recoveries are generally not netted 
ainst the particular expenditure category or sub-category (e.g. salaries 


zd wages, services, etc.) but are deducted in total from aggregate 
€penditure. 





The other standard accounts classifications are largely 
If-explanatory; however, a more detailed description of the type of 


| 


épenditure included in each classification is contained on page 1x of 
lume 1 of the 1984-85 Public Accounts. 


| During the past two years approximately 80 per cent of the total 
tmsfer payments was expended by four ministries. A summary of this 
ependiture for the four ministries, including identification of major 
clegories exceeding $150 million, is as follows: 
| : 
| 1985 1984 
($ millions) ($ millions) 
| 
Ministry of Health 
Operation of hospitals and 
POU ated Mites: (SHR clase cece. bes 4,109 3,804 
Payments re physicians’ 
and practitioners’ ; 
Betvices (ndet (MIP 6... cus. o<sr vas 2,417 2,150 
Ontario Drug Benefit Plan 
Extended Care Health os 
auiance Bennetts...) ....... .2s...5, 251 242 





Other transfer payments ................... | 836 709 
7,903 vio? 
Ministry of Education 
| Grants for elementary and 
| secondary education (to ‘ 
969 
| Benoa! ours). 6 OA cisco. 3,102 2,96 
| Payments to Teachers’ Superannuation 346 
ST EA i . i 
Other transfer payments .................-. 17 
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Ministry of Community and 
Social Services 
Provincial and municipal 


allowances and benefits ...........++++- 1 249 L128 
Childrens’ Social Services ........:++++++ 382 358 
Adults’ Social ServiceS ........seeeee ee ees 303 284 

Developmental Services — Adults and 
Childreti csc. cig tee oe ee ese enue 203 181 
Other transfer payments .........-.++- ee eee ot 
2,196 2,001 


Ministry of Colleges and 


Universities 
Grants for universities and 

related organizations .........-++++sseee 1,297 1,240 
Grants for colleges of applied arts 

and technology, etC. ....-..eseeeeeee ees 515 495 
Other transfer payments .......-...+++++++ s>3 0 22 

2al65 2,060 

D Wes 1 eee ee a a PRE or oe ache 75.383 14,551 


* In 1985 payments to the Teachers’ Superannuation Commission ($378 million) are recorded in th 
Ministry of Treasury and Economics. 


5.8 Management Board Orders 


GENERAL 


Section 5 of the Management Board of Cabinet Act provides tha 
where an appropriation is exhausted or a sufficient amount was Ni 
provided and the public interest or the urgent requirements of the publ 
service necessitate further payments, the Board may make an ord 
authorizing payments to be made against such amounts as it conside 
proper. 


A summary of the Management Board Orders issued for the pa 
five fiscal years is as follows: 


Number of Number of Authorized 
Board Orders Items Amounts 
$ 
1985 103 297 580,422,400 
1984 94 265 267 ,785 ,900 
1983 90 348 481,314,900 
1982 108 394 508 ,421 ,348 
1981 80 441 513,838 ,600 


By way of additional information, the Management Board Ord 
for the 1985 fiscal year are summarized as follows by month of issue: 
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Month of Issue Number Authorized 
$ % 
July 1984 to 
February 1985 .. 39 73,019,000 12.58 
March 1985 ........ 38 247 ,556 400 42.65 
Apnl1985 5052 .. _ 26 259,847 ,000 44.77 
_ 103 580,422 400 100.00 











A detailed listing of Management Board Orders, showing the 
amounts authorized and expended, is included as Exhibit 3 of this Report. 


| In accordance with Standing Order 51 of the Legislative Assembly , 
he preceding Management Board Orders have been printed in The Ontario 
sazette, together with explanatory information. 


7UNDING OF DOMED STADIUM 


| One of the preceding Management Board Orders was issued in 
March 1985 in the amount of $30 million to cover Ontario’s contribution 
or the construction of a domed stadium in Toronto. This amount was paid 
othe Stadium Corporation of Ontario Limited by the Ministry of Tourism 


ind Recreation as a Lottario transfer payment. 


In its report and application to Management Board for this Order. 
he Ministry’s request was based on the fact that the appropriation involved 
Ministry Field Operations) was insufficient for the 1985 fiscal year, and 
lat the public interest necessitated such payment. 


\ 
{ 


In a letter to the Deputy Minister, we expressed concern with this 
ationale, since we had seen no evidence as to why or how the public 
iterest necessitated this payment being made immediately, as a charge to 
ie March 31, 1985 fiscal year. 

| ¢In the Ministry’s application and report to Management Board, 
| the purpose of the transfer payment was stated as being ‘‘for 
| capital expenditures related to the construction of a domed 
| Stadium .. .”’. However, it was further stated that construction 
was not estimated to commence until the fall of 1985. 


*No construction funds had as yet been paid to the Stadium 
Corporation by either Metropolitan Toronto or the consortium of 
private interests. 


On May 17, 1985 the Deputy Minister advised us as follows: 


‘You may recall that Metropolitan Toronto had 
demonstrated its commitment by a resolution allocating 
funds to be derived from tax revenue. The private sector 
consortium had originally proposed that their $70 million 


29 


issue of a special warrant, 
authorizing payment of an amount 
foreseen or provided for by the Legi 
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would flow to the Stadium Corporation on dates that would 
be incompatible with the funding requirements of the 
stadium’ s construction. Negotiations with the consortium to 
give concrete expression to their commitment in a form 
acceptable to the Stadium Corporation have been in 
progress since February. 


‘At its March 4, 1985 meeting, the Board of Directors of 
the Stadium Corporation reviewed the private sector 
consortium funding proposal. The Board was of the view 
that the Stadium Corporation would be in a stronger 
position to negotiate a more advantageous business 
arrangement with private sector investors if the Province’ s 
commitment for $30 million was implemented. 


“On this basis our Ministry initiated the Management 
Board Order referred to in your letter and made an 
agreement with the Stadium C orporation of Ontario Limited 
for the funds to be deposited in a special account to be 
applied solely for the purposes of capital costs of the 
construction of the stadium. Any withdrawal, disbursement 
or transfer from the account is subject to prior written 
approval. Furthermore, if the construction of the stadium 
does not proceed, the funds will be returned to the 
Province.’ 


Special Warrants 


Section 4 of the Management Board of Cabinet Act provides fort 
when the Legislature is not in sesslo 
required to meet an expenditure 0 
slature and which is urgently requir 


for the public good. 


No special warrants were issued in respect of the fiscal year end 


March 31, 1985. 


5.10 


Transfers Authorized by Board of Internal Economy 


Section 88 of the Legislative Assembly Act reads: 


‘The Board of Internal Economy may authorize the transfer 
of moneys from one item of the estimates of the Office of 
the Assembly to another item within the same Vote and the 
Provincial Auditor shall make special mention in his report 
of any transfer under this section.”’ 
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| In respect of the 1984-85 expenditure estimates , 


the following 
transfers totalling $401,378 were made within Vote | 101: 


From: Item 10 Constituency Offices .......:......... $401,378 
To: Item 3 Chief. Election‘Officer..) ccc... 145 444 
Item 6 Members’ Indemnities .............. 255 ,934 





5.11 Write-Off of Uncollectible Accounts 

| Under Section 5 of the Financial Administration Act, the 
Lieutenant Governor in Council, on the recommendation of the Treasurer, 
may delete from the accounts any amount due to the Crown deemed 


uncollectible. The losses deleted from the accounts during any fiscal year 
are to be reported in the Public Accounts. 


| A summary of the losses deleted from the accounts for the past five 
fiscal years is as follows: 


$ 
ISS) ee ae ee 31,714,533 
Loleks ek stay id aN aie ln A Pi. 30e 50 
loss SIS) Le ALA ee Oe 9,658 ,738 
MOO Metem ot irs. X Hey So 12,607 ,776 
RE Ean eee ee 10,295 ,160 


The following comments are provided for some of the larger 
vrite-offs in the 1985 fiscal year. 


The Ministry of Revenue wrote off $14,861,724 with respect to 


vatious unpaid taxes and GAINS overpayments. The major write-offs were 
\s follows: 


| 


$ 
CSRS CS Bri 7 Ves le 7,683 ,133 
Seen Tin STE CG 5,991,275 
Ontario Guaranteed Annual 
TiromeynciiGAINS) .....fe..).602 tan... tea 435,922 
DiptOtraV elite Fels. ax ACt oil +c mxrvnes<ssades beboasendevns 415,818 


“he majority of these write-offs occurred within one year of the accounts 
ing deemed uncollectible. 


The Ministry of Consumer and Commercial Relations wrote off 
‘7,606 ,730 with respect to uncollectible claims and judgements pertaining 
0 the Motor Vehicle Accident Claims Fund. 


Uncollectible accounts totalling $2,904,817 relative to fines , costs 
tnd fees owed to Provincial Courts were written off by the Ministry of the 
\ttorney General. Virtually all of these write-offs involved accounts at 
re four years old. 
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The Ministry of Municipal Affairs and Housing wrote off 
$2,118,600 with respect to second mortgage loans under the Ontario 
Rental Construction Loan Program. These losses were incurred due to 
shortfalls in the proceeds from the sale and transfer of properties, under 
power of sale actions taken by the first mortgagees. 


The Ministry of Colleges and Universities wrote off $1,977,408 
relative to various student support programs. The major portion of this 
write-off pertained to loans made to students whose whereabouts were 
unknown, or who were unable to pay. 
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6.1 Accountability and the Role of the Provincial Auditor 


In our system of governing, responsibility and accountability go 
hand in hand. The Government collects, disburses and manages public 
funds. This stewardship of public resources is counterbalanced by the 


principle that Government is answerable to the public for the manner of 
its stewardship. 


| The role of the Provincial Auditor can be best understood by 
describing how the Auditor’s role complements the accountability of 
Government to the Legislature. 


THE ACCOUNTABILITY PROCESS IN GOVERNMENT 


In the Province of Ontario, the accountability of Government 
degins with the presentation of the Budget (annual revenue and 
>xpenditure estimates) for debate in the Legislature. The Budget sets out 
10W revenue is to be raised and, through the detailed expenditure 
»stimates, how this money will be spent and what limitations have been 
Mlaced on the amounts which can be spent for any particular purpose. 


Once the Legislature has approved the Budget and expenditure 
stimates , it is the Government’s responsibility to carry out these revenue 
ind spending plans. Pursuant to this responsibility, the Government is 
tccountable to the Legislature for the manner in which it administers 
hese funds. Question periods and motions of non-confidence are among 
he methods used by the Legislature in reviewing the Government's 
dministration of funds. 


More specifically, the Legislature must ensure that the 
Jovernment has been financially accountable, that is, that funds have 
een spent for approved purposes only and that value has been received 
or money spent. This is achieved primarily through the scrutiny of the 
sovernment’s financial statements (Public Accounts). 


The primary legislative forum for the examination of government 
counts and practices is the all-party Standing Public | mecounts 
-ommittee. The Committee has the power to call upon officials of the 
‘oVernment to account for the legality and prudence of government 
Xpenditures , as well as adherence to proper policies and procedures. 


— 
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THE NEED FOR A LEGISLATIVE AUDITOR 


In examining government accounts and administration, member 
of the Legislature require the assistance of an impartial and independen 


body — a body which has the authority to examine government record 
and practices, and which can report its findings directly to the Legislatur 


without pressure from either governmental or other sources. } 
| 

In Ontario, this role is fulfilled by the Office of the Provincia’ 
Auditor. | 
The Office acts as an external auditor for the Legislativ 


Assembly. It essentially performs an external auditing function wit 
respect to the ministries and many agencies of the Ontario government. — 


INDEPENDENCE OF THE PROVINCIAL AUDITOR 





If the opinions and reports presented by the Provincial Auditor al 
to be prepared without bias or interference, the Office must be granted é 
much independence as possible. It must also be perceived to b 
independent by all those whom the Office’s work affects, including tk 


general public. 


To ensure such independence, the province of Ontario has enacte 
a separate act, the Audit Act, setting out the rights and responsibilities ( 
the Provincial Auditor. Pertinent sections of this Act are set out in Exhit 
1 of this Report. | 


The Provincial Auditor is appointed as an officer of th 
Legislative Assembly, and therefore is not an employee of th 
Government. The appointment is made by the Lieutenant Governor 
Council on the address of the Assembly after consultation with t 
Chairman of the Standing Public Accounts Committee. The Auditor mi 
be removed for cause at any time by the Lieutenant Governor in Coun 
on the address of the Legislative Assembly. 


Administratively , the Office of the Provincial Auditor is an enti 
distinctly separate from any government ministry or Crown agency, @ 
its employees are not members of the public service. The Office 
resource requirements are subject to approval by the Board of Inter 
Economy, an all-party Legislative committee independent of t 
government’s administrative process. 


ACCOUNTABILITY OF THE PROVINCIAL AUDITOR 


The Provincial Auditor complements the accountabili 
relationship between the Government and its administrators, and | 
Legislative Assembly. The following is a brief overview of tl 
complementary role. 
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To the Legislature 
As an officer of the Legislative Assembly, the Provincial Auditor 
is accountable to the citizens of Ontario through their elected 
representatives. The Auditor fulfills this accountability relationship by 
presenting to the Speaker of the Legislative Assembly an annual Report 
of the Government’s stewardship of public funds. The Auditor is held 
personally accountable for the presentation of this Report, which becomes 
a public document when laid before the Assembly. 


To the Standing Public Accounts Committee 


| After being tabled in the Legislative Assembly, the Provincial 


Auditor’s annual Report is referred to the Standing Public Accounts 
Committee for review. The Office assists the Committee in reviewing the 
annual Report as well as the Public Accounts of the Province. The 
Provincial Auditor and senior staff members attend meetings of the 
Committee and provide assistance by answering questions or clarifying 
matters under review. The Committee also has the power to have the 
Office examine and report on any other matters of interest to. the 
Committee. 


ro the Board of Internal Economy 


| The Provincial Auditor is accountable to the Board of Internal 
zconomy ,, and thus to the Legislative Assembly and the public, for Office 
*xpenditures and staffing. The Audit Act requires the Provincial Auditor 
© present the Office’s annual expenditure estimates to the Board for 
eview and approval. The Chairman and Vice-Chairman of the Standing 
-ublic Accounts Committee have the option of attending the review of 
he estimates. 


In accordance with section 28 of the Audit Act, the accounts 
elated to the Office’s expenditure for the year ended March 31, 1985 
vere audited by a firm of chartered accountants. The audited statement of 
‘xpenditure, together with the report have been submitted to the Board of 
nternal Economy and tabled in the Assembly. They are included as 
*xhibit 8 of this Report. 


)THER ACCOUNTABILITY 


The Canadian Institute of Chartered Accountants (CICA) develops 
Nd issues recommendations which constitute ‘‘generally accepted 
uditing standards’’. The Office adheres to these standards, which are 
ublished in the CICA Handbook. 


he Practice Inspection Process 
The Institute of Chartered Accountants of Ontario (ICAO) has an 
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inspection program for all ICAO members engaged in the practice of 
public accounting in Ontario. Since the Provincial Auditor, as required by 
the Audit Act, holds a public accounting licence, expresses opinions on 
financial statements and trains accounting students, the Office is subject 
to inspection under this program. 


The Office was inspected in early 1984 with satisfactory results 
In accordance with the normal inspection cycle, the Office will be 
inspected again in approximately three years. 


Internal Quality Control Review 


The Office has established internal quality control procedures fo 
its own operations. This ensures compliance to CICA Handboo 
Standards, as well as to Office policies and practices. 


6.2 Office Goals 


PRIMARY GOAL 
The primary goal of the Provincial Auditor is: 


__To assist the Legislature hold the Government and its 
administrators accountable by reporting to the Legislature 
on the quality of the administration’s stewardship of 
public funds. 


The Provincial Auditor seeks to achieve this goal by examinil 
the accounts of the Province and presenting an annual Report to tl 
Legislature. 


SECONDARY GOAL 


The Provincial Auditor’s secondary goal can be expressed 
follows: 


—To assist deputy ministers/agency heads hold their 
administrations accountable by reporting to them on the 
quality of the ministries’/ agencies’ stewardship of public 
funds. 


It must be noted that this goal does not fall under the legislati 
requirements in the Audit Act. With respect to agencies, the Province 
Auditor’s role is generally stipulated in the enabling legislation. This 
not the case, however, for ministries. The Provincial Auditor reports 
deputy ministers not because of legislative requirement, but because St 
reporting is recognized as a natural extension of the Office’s prim 
goal. It is also seen to be in the best interests of good governm 
administration. 
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The Office’s secondary goal is achieved wh 
Auditor reports to a deputy minister or to an agency head at the 
conclusion of each audit. These reports consist of assessments of 


significant areas covered in the course of audit together with 
recommendations for improvement. 


6.3. Audit Responsibilities 


en the Provincia] 


AUDIT UNIVER SE AND PARTICIPANTS 


| The audit universe in government is comprised of three main audit 
areas: 


*the accounts and records relating to the receipt and disbursement 

of public money forming part of the Province’s Consolidated 
Revenue Fund; in effect, the audit of the Province’s financial 
Statements and the audits of ministries: 


‘agencies of the Crown, as defined in section l(a) of the Audit 
Act 


* Crown controlled corporations, as defined in section 1( e) of the 
Audit Act. 


The participants in the audit process include the Provincial 
\uditor, public accounting firms and internal auditors. 


NTERNAL AUDITORS 


Internal auditors undertake audits of their respective ministries and 
gencies. Their responsibilities include the auditing of both financial and 
nanagement controls. 


Financial controls focus on the safeguarding of assets and the 
Tovision of essential financial information. Management controls are 
timarily concerned with value for money and accountability 
onsiderations. 


| Internal auditors act as key advisors to management by helping to 
nsure that control procedures are reliable. They generally report to the 
‘Spective department head and the deputy minister or, in the case of 
TOWN agencies, to the agency head. 


UBLIC ACCOUNTING FIRMS 


f 


' Public accounting firms are involved in the audits of some 
2encies of the Crown and Crown controlled corporations. 





A listing of the seven agencies of the Crown audited by se 
“counting firms for the year ended March 31, 1985 is included as part: 
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(iii) and (iv) of Exhibit 7. The twenty-two Crown controlled corporations 
audited by public accounting firms for the year ended March 31, 1985 are 
also listed as part of Exhibit 7. 


Agencies of the Crown 


Section 9(2) of the Audit Act stipulates that public accounting 
firms auditing agencies of the Crown must perform the audit under the 
direction of, and report to, the Provincial Auditor. 


Crown Controlled Corporations 


Under section 9(3) of the Audit Act, public accounting firms 
auditing Crown controlled corporations must present a copy of thei 
completed audited financial statements to the Provincial Auditor togethe 
with a copy of their findings and recommendations to managemen 
(management letter). 


Matters of interest or significance raised in management letter 
may be subsequently included by the Provincial Auditor in the annua 
Report. 


Section 9(3) of the Audit Act permits the Provincial Auditor t 
request from other auditors: 


¢ working papers, reports, schedules and other documents; 


eexplanations and information about the nature and extent of tl 
audit work carried out and the results obtained. 


Currently the Office reviews working papers and other documen 
on a cyclical basis of at least once in a four year period. 


When Crown controlled corporations are audited by publ 
accounting firms, the Provincial Auditor neither directs nor is responsib 
for the audit. However, if the Provincial Auditor believes that t 
information, explanations and documentation, obtained throu; 
application of section 9(3) of the Act, are insufficient, he can conduct, 
have conducted, such additional examination as is considered necessary 


THE PROVINCIAL AUDITOR 
Primary Audit Responsibilities 


The primary audit responsibilities of the Provincial Auditor ¢ 
twofold and involve the examination of the accounts of the Province 4 
the accounts of agencies of the Crown. 


Accounts of the Province 


In conformity with section 9(1) of the Audit Act, all ministries 
subject to legislative audit. The audits, when combined with au 
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| It should be noted that certain Crown controlled corporations , 
such as the Liquor Licence Board and the Niagara Escarpment 
Commission, do not contain any audit provision. The revenue of these 
Korporations is not retained. Rather, it is deposited directly into the 
Consolidated Revenue Fund of the Province. Furthermore, such 
corporations’ expenditures are paid by ministries out of moneys 
appropriated by the Legislature. As a result these corporations have no 
assets or liabilities for accounting purposes, and thus their operations and 
Tansactions are subject to audit as part of the ministry audit process. 
Accounts of Agencies of the Crown 

Section 9(2) of the Audit Act states that, where the accounts and 
‘inancial transactions of an agency of the Crown are not audited by another 
iuditor, the Provincial Auditor is to perform the audit. For the year ended 
March 31, 1985, the Provincial Auditor had direct audit responsibility for 
ixty-four agencies of the Crown pursuant to his appointment as auditor by 
shareholders, governing bodies or under various statutes. These agencies 
ite listed as parts (i) and (ii) or Exhibit 7 of this Report. 


{dditional Audit Responsibilities 


Under section 16 of the Act, the Provincial Auditor is required to 
‘Xamine and report on any matter respecting the Public Accounts if 
lirected by the Standing Public Accounts Committee. 


Section 17 of the Act requires the Provincial Auditor to undertake 
pecial assignments requested by either the Assembly, the Standing Public 
\ccounts Committee (by resolution of the Committee), or by a minister, 
rovided that these special assignments do not take precedence over the 
Uditor’s other duties. The Provincial Auditor can decline an assignment 
eferred by a minister if, in the opinion of the Auditor, it conflicts with 
ther duties. 


4 ~Audit Activities 


\ 
‘TTEST AND COMPLIANCE 


! 


| In order to express a professional opinion (i.€. attest) on the 
(nancial statements of the Province and numerous agencies of the Crown, 
udits are conducted in accordance with generally accepted auditing 
ndards. 


| 
| 
| 
{ 
; 
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All ministry and agency audits include a general review of 
accounting procedures and systems of internal control, together with such 
tests of accounting records and supporting evidence as are considered 
necessary. Compliance with existing statutes, regulations and 
administrative requirements is also reviewed. 


Transfer Payments 


Transfer payments represent over 70 per cent of government 
expenditures. Commonly called grants, such payments represent 
expenditures for which the Province does not directly receive goods o1 
services. They may include payments for specific purposes (such as the 
funding of school boards and universities) or the unconditional transfer 0: 
moneys (such as per capita grants to municipalities) . 


The Office’s attest/compliance activities involve the testing 0 
selected payments, including transfer payments, for proper authorization 
and calculations, and for compliance with legal and administrativi 
requirements. The ministries’ internal audit branches may also carry ou 


similar procedures. Duplication of effort is avoided by checking the exten 
of their coverage at the start of audits. 


VALUE FOR MONEY 


In addition to the preceding activities of an attest/complianc 
nature, the Audit Act requires the Office to report on any cases observe 
where money has been expended without due regard to economy an 
efficiency , or where appropriate procedures were not taken to measure th 
effectiveness of programs. This is commonly known as the value f¢ 
money audit mandate. 


The Office undertakes reviews on a program, activity or syste’ 


basis. These reviews are designed to assess components of tl 
management process as they relate to economy, efficiency and procedur 
to measure effectiveness. 


It must be stressed that it is not part of the Office's mandate 
evaluate the effectiveness of programs, or to develop standards dealii 
with the efficiency of program delivery. These are ministry/agen 
management functions. The Provincial Auditor’s responsibility lies 
assessing the extent to which these functions have been carried out | 
management. 


Transfer Payments 


. Government ministries are responsible for ensuring that fun 
provided in the form of transfer payments are well managed by | 
recipients, that is, spent with due regard for economy, efficiency 4 


| 
| 
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effectiveness. Value for money auditing can assist 


funding 
ministries/agencies in the fulfillment of this responsibility. 


| The impetus for such auditing should come from the funding 

ministries/agencies themselves, with audits being conducted by the 

Tecipients’ appointed auditors or by the internal audit staff of the funding 

ministries. 

| The Provincial Auditor is not directly involved in this value for 

money audit process. Indirect involvement may arise, however, when the 
ffice is assessing the steps taken by a ministry to satisfy itself that funded 

organizations are being well managed. 

| 

OTHER AUDIT MATTERS 


Inspection Audits of Transfer Payment Recipients 


Inspection audits are defined as examinations of accounting 
records. They are designed to determine whether funds have been spent for 
the purpose for which they were provided. As such, they do not 
specifically involve value for money considerations. However. 


observations of such a nature may arise as a by-product of inspection 
audits. 


Section 13 of the Act permits the Provincial Auditor to perform 
Nspection audits of transfer payments made by the Province or an agency 
of the Crown, and to obtain a full accounting of the disposition of such 
Jayments from the recipients. Due to the multiplicity of recipients, the 
Jffice normally conducts inspection audits on an exception basis, where 
ircumstances warrant the extension of a ministry or agency audit. 
| 


Ministry internal auditors may also carry out inspection audits 
/ursuant to the terms of agreements with the grant recipients. 


“DP Component of Audits 


Governmental use of Electronic Data Processing (EDP) systems for 
inancial and other management purposes has increased dramatically in 
ecent years. 


The Office examines the functioning of EDP systems by evaluating 
ystems of internal control and conducting tests to assess the extent to 
vhich the System can be relied upon to provide accurate information. In 
ddition to internal controls, the Office may also review the acquisition and 
'verall management of EDP facilities. 


The Office’s Specialized Audits and Resources Branch aeons the 
Overnment’s central computer facilities and other complex EDP s) sia 
t also assists other branches of the Office when technical sui dana i 
eded to audit computer applications or to test hardware/progra 
ontrols . 
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SCHEDULING OF AUDIT ACTIVITIES | 
Ministry Audits | 

The Office conducts ministry audits ona cyclical basis. This means 
that, in addition to the annual attest audit work which is required in. 
ministries for the expression of an opinion on the Province’s financial 
statements, audit activity is conducted in some ministries every year, in 
others every second year, and in the remaining ministries every fourth’ 
year. The frequency of ministry audits depends on a number of factors, 
including total annual expenditure, diversity and complexity of operations, 
and the extent of significant regulatory responsibilities. | 





These cyclical ministry audits include a value for money 
component, normally done on a program/activity basis, and a financial 
component, undertaken on a financial system basis. The audits are 
designed to cover all major programs , activities and financial systems ove! 
a four year period. 


Agency Audits 


Agency of the Crown audits are always conducted on an annua 
basis. Depending on the dollar values involved, and the extent ant 
complexity of agency operations, Office staff may conduct interim audit: 
to reduce the work load at the end of the year. In addition to the regula 
attest/compliance audit activities, the Office reviews management’ 
attention to economy and efficiency, as well as the measurement of thi 


effectiveness of agency operations. 
Coordination with Internal Audit 


In order to avoid duplication of effort, the Office relies, whereve 
possible, on work that has been done and on reports that have been issue 
by ministry and agency Internal Audit Branches. 


At or near the commencement of each audit , the auditor in charg 
meets with the director of the ministry’s or agency’s Internal Audit Branc 
to determine the nature and extent of internal audit reviews conducte 
during the period subsequent to our previous audit of the ministry ¢ 
agency. As part of this process, the internal audit working paper file’ 
reports to management and replies from management are reviewed. 


Based on this review, our Office’s audit work is modified to avo! 
areas that have already been adequately covered by the internal auditors. 
6.5 Annual Report 


REPORTING RESPONSIBILITY 
Under Section 12 of the Audit Act, the Provincial Auditor | 
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required to report annually through the Speaker to the Legislative 
Assembly on the results of his examinations. Essentially, the annual 
includes the following information: 

| *an opinion on the Province’s financial statements as to their 
| faimess and consistency in accordance with stated accounting 
policies; 





the disclosure of matters of significance noted in the course of 
audits , including: 


ee 


| —accounts or essential records improperly maintained: 


—inadequate procedures and rules for the safeguard of public 


| property, the collection of revenue and the authorization of 
expenditure; 


—money spent without due regard to economy and efficiency; 


| —lack of appropriate procedures to measure and report on the 
effectiveness of programs. 


} 


XEPORTING PROCESS 
| The main body of the annual Report consists of sections of audit 
‘eports on ministries and agencies (see section 6.6). The steps in the 


reparation of the annual Report are as follows: 


* ministry/agency reports are reviewed by the Office’s Management 
Committee for matters of significance or interest to the 
Assembly; 


* selected items and relevant ministry/agency responses received up 
to October 25 only (due to printing deadlines) are included in the 
annual Report; 


*matters raised by public accounting firms in the audit of Crown 
controlled corporations may also be included in the Report; 


*the Report is tabled in the Assembly and subsequently referred to 
| the Standing Public Accounts Committee for review (see section 
| 7.2): 


*ministry/agency responses received after October 25, ee 
| pertaining to sections contained in the Report, are forwarded to 
the Committee; 


*the Committee calls upon representatives of the ministries or 
agencies to discuss selected sections of the Report in meetings 
open to the general public. 

nual Report Briefings | 
On February 19, 1985 the Standing Public Accounts Committee 


| 
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recommended the following procedures for adoption in conjunction wit 
the tabling of the 1985 Report: 


*two separate and simultaneous lockups (in camera meetings) unt 
2:00 o’clock p.m. on the day of the tabling in the Legislature; 


eone lockup for all members of the Legislature and their researc 
staff, and one lockup for the representatives of the media; 


¢ the starting time of the lockups to be determined by the Provincii 
Auditor; 


the Auditor to meet with members of the press after oral Questio 
Period in the Legislature. 


These procedures have been adopted for this Report. 


A lockup was held for the first time prior to the tabling of the 198 
Report, and it was restricted to members of the Standing Public Accoun 
Committee. Members of the media were given the opportunity to me 
with the Provincial Auditor at a press conference after the Report wi 
tabled, and following Question Period. 


These 1984 procedures were subsequently discussed in the ear. 
part of 1985 by the Standing Public Accounts Committee. Son 
Committee members felt that caucus researchers should have bec 
admitted to the lockup. It was also stated that the media had been given tc 
little time to examine the 1984 Report. 


After some debate, the Committee passed a motion recommendit 
revised briefing procedures for the 1985 Report. It is hoped that the ne 
procedures will allay the concerns expressed, while continuing to prote 
the traditional privileges of members of the Legislature. 


6.6 Ministry and Agency Reports 
REPORTING RESPONSIBILITY 


The Provincial Auditor’s secondary goal, as previously noted, 1s 
assist deputy ministers or agency heads hold their administratio 
accountable. This goal is accomplished by issuing audit reports on t 
individual ministries and, for agencies of the Crown, issuing reports a 
expressing an opinion on their financial statements. Exhibits 6 and 
provide a listing of such audits. 


REPORTING PROCESS 
At the conclusion of each audit the reporting process involves: 


¢ discussion of the draft report with senior officials designated 
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the ministry or agency, but not including those to whom the fina] 
report is to be addressed; 


*revision of the draft report, resulting from the discussion or from 
the final review by senior Office management: 


*issue of the final report to the ministry’s deputy minister or, in the 
case of agencies, to the board of directors and the minister of the 
associated ministry; 


further discussion of the report if requested by the ministry or 
agency. 


Where interim audits of agencies have occurred the reporting 
yrocedures are as follows: 


*in a letter to the chief executive officer, the appropriate branch 
director in our Office outlines major findings and 
recommendations; 


¢ significant findings in the interim letter, together with the current 
status , are included in the Office’s final report. 


».7 Additional Reporting Matters 


IPECIAL ASSIGNMENTS 


) The Office’s additional reporting responsibilities, pursuant to 
ections 16 and 17 of the Act, relate to performing special assignments for 
he Legislative Assembly, the Standing Public Accounts Committee or a 
ninister of the Crown. At the conclusion of such work, the Provincial 
\uditor reports to the initiator of the assignment. 


During the period of audit activity (October 1984 to September 
(985) covered by this Report, the Office tabled reports on four special 
ssignments initiated by the Standing Public Accounts Committee: 


| Audit Assignment Motion to Initiate Reports Tabled 
: : May 17, 1984 November 22, 1984 
| Algonquin Community College ay 1/, and January 18; 1985 
| Pavamnber 15. 1984 
__ Rygate Subdivision Agreement May 31, 1984 ovens iges 
Small Business Development 11. 1985 
Corporation Program November 22, 1984 nueoc tere 
sntember 12. 1985 
Construction of a Domed Stadium August 15, 1985 Seen dei) 


Further details on these assignments can be obtained by referring to 


ection 7.3. 


200 AUDITOR’S REPORT FOR 1985 


SPECIAL REPORTS 


In addition to the annual Report, the Provincial Auditor is 
permitted, by section 12(1) of the Audit Act, to present a special report to 
the Speaker of the Assembly at any time and on any matter he believes 
should not be deferred until the next annual Report. The Speaker is then 
required to lay such a report before the Assembly. To date no such special 
reports have been issued by the Office. 


6.8 Public Disclosure of Reports 
ANNUAL REPORT 


The annual Report is normally tabled in the Legislative Assembly 
by December of each year, at which time it becomes available to the 
public. The general public may also attend meetings of the Standing Public 
Accounts Committee when the annual Report is being reviewed. 


MINISTRY AND AGENCY REPORTS 


The individual audit reports issued at the conclusion of each 
ministry or agency audit are not laid before the Legislative Assembly ora 
committee of the Assembly, nor are the reports to management by the 
auditors of Crown controlled corporations. However, the Standing Public 
Accounts Committee or any other committee of the Legislature may, by 
resolution, request that such audit reports be made available if they are 
deemed essential or beneficial in the pursuit of the committee's appointed 
duties. As soon as a report is laid before a committee it becomes a public 
document. 


Draft reports for ministries and agencies and agency interim letters 
are considered to be an integral part of the audit working papers and, 
according to section 19 of the Audit Act, are not required to be laid before 
the Legislative Assembly or any of its committees. 


REPORTS ON SPECIAL ASSIGNMENTS 


Reports on special assignments conducted on behalf of the 
Legislative Assembly, or a committee of the Assembly, become public 
documents when they are presented. 


6.9 Office Organization and Personnel 


ORGANIZATION 


_ For the period covered by this Report, the Office of the Provincia 
Auditor consisted of six branches, each headed by a Director. The st 
branch Directors, together with the Director of Personnel ant 
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Administration, the Assistant Provincial Auditor and the Provincial 
Auditor, collectively comprised the Office’s Management Committee. An 
yrganization chart of the Office is presented as Exhibit 5 of this Report. 


?olicy Field Branches (4) 


| The four Policy Field branches are responsible for the audits of all 
ministries and agencies of the Crown falling under each of the Provincial 
Sovernment Policy Fields — General Government, Justice, Resources 
Jevelopment and Social Development. These branches also have 
esponsibility for coordinating the Office’s relationship with the external 
iuditors of those Crown controlled corporations for which the Provincial 


Auditor is not the designated auditor. 





Reporting and Standards Branch 


The primary responsibilities of this branch are the audit of the 
rovince’s financial statements which appear in Volume 1 of the Public 
Accounts, the preparation of the Annual Report of the Provincial Auditor 
o the Legislature , the development and maintenance of the Office’s Audit 
Manual, and the conduct of post-audit quality control reviews. 





y 


pecialized Audits and Resources Branch 


This branch has basic responsibility for EDP audits, and for 
ecruitment, staff training and professional development. 


’ERSONNEL 


The composition of the staff of the Audit Office at September 30, 
984 and 1985 was as follows: 


September 30 





| 1984 1985 

| 

Management committee 9 9 
Audit managers 14 14 
Audit supervisors 14 7: 
Auditors 14 _ 
Auditor trainees 32 ‘ 

| Personnel and administrative 8 mee 

‘ie Total staff 91 mu, 


As indicated by the preceding summary, there was an increase of 
.3 staff members during the year. This net increase was the result of the 
iting of 24 new staff members together with 11 members leaving the 
Jffice. 
| Auditor trainees are enrolled in various stages of courses leading 3 
stofessional qualifications through either The Institute of ane 
\ccountants of Ontario (CA) or The Society of Management Accountants 
f Ontario (CMA). 
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RECENT CHANGES IN ORGANIZATION 


As a result of our 1985-86 Estimates submission, which received 
the approval of the Board of Internal Economy, the Office has 
implemented the following organizational changes, effective October 1, 


1985: 


1) Creation of a new Special Assignments Branch — Special 
assignments have become a significantly increasing component 
of the Office’s work in the past few years. Some of these 
assignments have been undertaken in response to resolutions or 
requests from the Standing Public Accounts Committee, and 
others have been initiated on our own, in response to what we 
perceive as the needs and interests of the Legislature. Since we 
see such reviews continuing as a key activity, particularly in oul 
efforts to focus on issues that cross Ministry/Agency lines o1 
that may be government-wide, a new Special Assignment 
Branch has been formed, headed by a Director. 


2) Establishment of two Executive Director positions — Over the 
past few years, out of necessity , both the Provincial Auditor and 
Assistant Provincial Auditor have become overly involved with 
the day to day work flow and operations of the Office 
particularly with the increasing emphasis on value for mone) 
auditing and the aforementioned special reviews. To allow 
senior management positions more opportunity to address broa¢ 
management concerns such as long-term planning as well as the 
planning and monitoring of audit activities, two Executive 
Director positions have been established. 


6.10 Staff Training and Professional Development 


During the year the Office continued to provide its professionall; 
qualified staff with in-house developed courses and seminars 
Additionally, selected staff also attended specialized courses offere 
outside the Office. The courses and lectures covered such topics 4 
management skills, value for money auditing and management by results 


Most of the training provided for the students employed by th 
Office is carried out during audit assignments. This on-the-job training 
supplemented with in-house courses in accounting, auditing and ED 
principles and practices. 


These training and professional development activities help t 
ensure that staff maintain the technical competence and management skil 
necessary to keep abreast of current audit approaches, and to carry ol 
audits in a more economical and efficient manner. 





| OFFICE OF THE PROVINCIAL AUDITOR 203 


.11 Canadian Conference of Legislative Auditors 

The thirteenth annual meeting of the Canadian Conference of 
egislative Auditors was held in Whitehorse, Yukon, from July 7 to 10, 
985. This gathering, bringing together legislative auditors from all the 


tovinces and Canada, provides a useful forum for sharing ideas and 
xchanging information important to the legislative auditing community. 


Matters discussed at the Conference, attended by the Provincial 
,uditor and the Assistant Provincial Auditor, included: 


*improving the audit process; 
‘improving audit productivity; 
«the way governments account for tax expenditures: 


*methodology for EDP auditing. 
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7 


THE STANDING PUBLIC ACCOUNTS COMMITTEE 


7.1 Appointment and Composition of the Committee 


Standing Order 91 of the Legislative Assembly provides for the 
appointment of an all-party Public Accounts Committee for the duration 
of each Parliament, in this way providing continuity of membership. 


The membership of the Committee is proportional to the 
respective Party membership in the Legislature. All members are entitlec 
to vote on motions, with the exception of the Chairman whose vote i: 
restricted to the breaking of a tie. 


The current Public Accounts Committee was appointed in Jul) 
1985, soon after the commencement of the First Session of the 
Thirty-Third Parliament. Membership on the Committee consists of five 
Progressive Conservatives, four Liberals and two New Democrats for ¢ 
total of eleven members. As has been the case since 1968, the Chairmar 
of the current Committee is a member of the Official Opposition Part) 
(Progressive Conservative). 


7.2 Role and Responsibilities of the Committee 


Standing Order 91 requires that the Report of the Provincia 
Auditor and the Public Accounts be referred to the Committee as the’ 
become available. These documents, therefore, form the basis of th 
Committee’s role. 


In essence, the role of the Committee is to hold the Cabinet an 
government bureaucracy accountable for their administration. Thi 
accountability flows to the Committee, to Parliament, and ultimately, t 
the public at large. 


In order to fulfil this role, the Committee examines, assesses an 
reports to the Legislature on a number of issues, including: 


¢the reliability and appropriateness of information in the Publi 
Accounts to provide a fair accounting of operations and financié 
transactions; 


¢the assessment, collection and proper allocation of revenue; 


*the maintenance of expenditures within the limits and for tl 
purposes authorized by the Legislature; 
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*the adequacy of controls to protect assets from loss, waste and 
misappropriation; 
| ¢the regard for economy in the acquisition of goods and services; 
the regard for efficiency in operations; 
| «the effectiveness of programs in meeting their stated objectives. 
>ROVINCIAL AUDITOR’S ROLE IN THE PROCESS 





| The Provincial Auditor assists the Public Accounts Committee in 
he fulfillment of its role. Committee members are generally neither 
wofessional accountants nor are they overly familiar with the details of 
nanagement Systems and controls. In order for members to make sense 
of, and to deal constructively and intelligently with the issues previously 
loted, the Office endeavours to present relevant information to the 
Sommittee in a clear and precise manner. 


| Additionally, the Provincial Auditor and senior staff attend 
‘ommittee meetings to assist members by answering questions and 
larifying financial and management matters under review. 





| 
’3 Committee Meetings 
JENERAL 


The Committee meets every Thursday morning when the 
gislature is in session. For the past several years it has also met during 
he summer and winter when the Legislature has not been in session. All 
neetings , with the exception of those dealing with the setting of the 
entices agenda and the preparation of Committee reports, are open to 
he public. 


NITNESSES 


| Most Committee meetings deal with those aspects of the operations 
if government ministries and Crown agencies related to assessing the 
2gality and prudence of government expenditures and the establishment of 
Toper administrative policies and procedures. 


At meetings dealing with ministry operations, a deputy minister, 
Sually accompanied by senior ministry officials, appears as a witness to 
nswer questions raised by Committee members. Since the Committee Is 
oncerned with administrative, rather than policy matters, ministers 
iemselves are very rarely called as witnesses. When the Commuttee ks 
eviewing Crown agencies, the chief executive officer, and at net 3 
hairman of the board, appear as witnesses. They are usually accompanie 
y Senior agency staff. 


| 
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MEETINGS HELD | 


Reference was made in our 1984 Report (section 7.3) to Committee 
meetings held during the Third and Fourth Sessions of the Thirty-Second 
Parliament, up to September, 1984. 


Upon the return of the Legislature in the fall of 1984, the 
Committee held eight meetings during the months of October to 


December. 


One meeting was spent reviewing a report relating to a motion on Ql 
subdivision agreement between the Ministry of Municipal Affairs anc 
Housing, and Rygate Homes Inc. | 


Discussions during other meetings included the Committee’: 
October, 1984 visit to London, England, section 4.2 of the Provincia 
Auditor’s 1983 annual Report on the Accountability of Crown Agencies. 
and the briefing procedures in connection with the Auditor’s 1984 
Report. | 


Two of the meetings were held in camera. At one, members wer. 
briefed on the content of the Provincial Auditor’s 1984 annual Report. Th 
other was spent reviewing material for the Committee’s 1984 Report to th: 
Legislature. 


The Committee received authorization from the Assembly to mee 
during the recess after the Fourth Session of the Thirty-Second Parliamer 
in order to consider its 1984 annual Report, to review the Provinclé 
Auditor’s reports on Algonquin College, and to deal with other matter 
within its terms of reference. | 


Nine meetings were held in February, 1985. During this time, th 
Committee’s 1984 Report to the Legislature was completed, a motio. 
regarding the briefing procedures in connection with the Provinci 
Auditor’s 1985 Report was passed (see section 6.5) and the Auditor. 
reports on Algonquin College were reviewed. | 


The activities of this Public Accounts Committee ended with th 
dissolution of the Legislature on March 25, 1985. | 


The new Committee, constituted at the commencement of the Fir 
Session of the Thirty-Third Parliament, held its organizational meeting C 
July 11th, a day before the Legislature adjourned for summer recess. 


At a further meeting in August 1985, approval was given to- 
motion concerning the financing arrangements for the construction of t! 
domed stadium (see following subsection). The Committee held one | 
camera meeting and five public meetings in September dealing with 0 
report and hearing witnesses on this subject. | 


MOTIONS PASSED AT MEETINGS 
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Ball Business Development Corporations 


| 


At its November 22, 1984 meeting , the Committee passed a motion 
relating to the Ministry of Revenue’s auditing procedures used for the 
SBDC (Small Business Development Corporation) Program. The motion 
‘equired the Provincial Auditor to meet with Ministry officials and report 
‘0 the Committee on the state of these procedures. It also called upon the 
Deputy Minister of Revenue to appear before the Committee to explain 
what new auditing procedures had been implemented as a result of the 
‘commendations of a Clarkson Gordon report entitled An Evaluation of 
he Small Business Development Corporation Program, February, 1984. 


f 


| Our report arising from the Committee’s motion was designed to 
letermine the current status of SBDC audit procedures, in particular the 


xXtent to which Clarkson Gordon’s recommendations had been 
mplemented. 


The SBDC report was tabled at the Committee’s July 11, 1985 
aeeting , and may be reviewed by the Committee in the fall. 


nnual Report Briefings 


The Committee passed a motion at its February 19, 1985 meeting 
commending briefing procedures in connection with the 1985 Provincial 
\uditor’s annual Report. This matter is fully covered in section 6.5 of this 
,eport. 


Jomed Stadium Finances 


On August 15, 1985, the Committee passed a motion requiring the 
'rovincial Auditor to investigate the financing arrangements for the 
onstruction of the domed stadium. The motion instructed the Auditor to 
xamine: the possibility of involving additional corporate sponsors to the 
roject; whether provincial lottery revenues should be used to support an 
nterprise generating profit for private companies; exclusive advertising 
ghts and preferred supplier status versus tendering and competitive 
idding; the implications of the public sector assuming full liability of all 
dst overruns; conflict of interest rules in the awarding of contracts; and 
otential areas for cost overruns, with recommendations on ways to lessen 
le possibility of such overruns. The motion further stated that the Auditor 
ot be restricted in investigating any aspect of the financing arrangements 
© considers to be of importance to the public interest. 


| A preliminary report on the domed stadium was submitted on 
eptember 12, 1985 to assist the Committee during its public ee 
le latter part of September. The Committee will be dealing with this 
ibject further during its fall sittings. 


} 
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STATUS OF PREVIOUS MOTIONS 
Finances of Ontario Hydro | 

As noted in section 7.3 of our 1984 Report, the Provincial Auditor | 
acting on Committee motions passed in 1983, prepared three reports or 
certain aspects of the finances of Ontario Hydro. These were reviewed by 
the Committee in the fall of 1984. The results of the Committee’: 


examination were included in its 1984 Report to the Legislature. | 


The Committee recommended the implementation of certair 
mechanisms to ensure Hydro’s accountability to the Legislature. Thesi 
included: a pre-Budget examination of Ontario Hydro’s finances; an annua 
review of Hydro’s borrowing requirements and its impact on th: 
government’s credit rating and contingent liabilities; and/or th 
re-establishment of a select committee of the Legislature to investigate th’ 
affairs of Ontario Hydro. 


Reference should be made to Exhibit 10 of this Report for th’ 
current status of this recommendation. | 


Algonquin Community College | 

Section 7.3 of our 1984 Report referred to a motion passed by th 
Committee on May 17, 1984 directing the Provincial Auditor to investigat 
and review the financial management and administrative systems C 
Algonquin College, and to report to the Committee on the efficiency 
effectiveness and economy of these systems. | 





The Provincial Auditor subsequently prepared two reports 0. 
Algonquin College (see section 3.6). The Committee reviewed thes 
reports in February 1985. A summary of this review may be included in th’ 
Committee’s 1985 Report to the Legislature. 


Ministry of Agriculture and Food — Contracts | 
Section 7.3 of our 1984 annual Report noted that, as a result of 
motion passed on April 5, 1984, the Deputy Minister of Agriculture ar 


Food appeared before the Committee on May 3, 1984 to explain t 
Ministry’s apparent lack of compliance with the Ontario Manual : 


Administration. 

Details of this meeting and of the issues involved were included 
the Committee’s 1984 Report. No recommendations were made on th 
matter. 
Ministry of Municipal Affairs and Housing — Subdivision Agreement Wl 
Rygate Homes Inc. | 


Pursuant to a motion passed on May 31, 1984, (described in sect 
7.3 of our 1984 annual Report), the Provincial Auditor’s Rygate report 





THE STANDING PUBLIC ACCOUNTS COMMITTEE 209 


labled with the Committee on November 15, 1984. This report dealt with 
the approval and administration of the subdivision agreements between the 
Ministry of Municipal Affairs and Housing, and Rygate Homes Inc., for 


the development of Forest Glen Subdivision in the unorganized Township 
of Striker. 


| The Committee reviewed the report on November 22, 1984. 
Summing up this matter in its 1984 Report, the Committee commented that 
he Ministry of Municipal Affairs and Housing had instituted procedures 
or ensuring proper administrative processes in future, and noted that the 
Provincial Auditor would monitor these procedures. 


1.4 Other Committee Activities 
CANADIAN COUNCIL OF PUBLIC ACCOUNTS COMMITTEES 


The seventh annual meeting of the Council was held in 
Whitehorse, Yukon, from July 7 to 10, 1985. These annual meetings, 
ittended by public accounts committee members from all the provinces 
id the federal government, provide a valuable forum for the exchange of 
deas and information amongst the members. 


| The issues reviewed included case studies on matters dealt with by 


he various committees during the past year, and were followed by 
ound-table discussions. Also discussed was the political makeup of 
‘ommittees , and how this affects the analysis of issues. 


)THER 


| As part of its agenda, the Committee scheduled a trip to London, 
ingland in October 1984. The participants included representatives of the 
Committee, as well as the Provincial Auditor and the Committee’s Clerk 
ind Research Officer. The Committee reviewed the functions of the 
National Audit Office, the Audit Commission for Local Authorities, and 
he Public Accounts Committee. It also examined the issue of 
Mivatization of state-owned enterprises. 





15 Reports of the Committee 


iENERAL 
| The Committee’s annual Report is normally tabled with oy 
£gislature in December of each year. The Report consists of a aloe 
qe information reviewed by the Committee during its meetings, togethe 


vith a summary of the Committee’s comments and recommendations. 
Jecasionally , the Committee also issues interim reports. 


| The tabling of the Report in the Legislature 1s followed by a 


} 
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scheduled debate. This provides Committee members with the 
opportunity to once again bring items of concern to the Legislature’s 
attention. Additionally, it gives Cabinet Ministers the opportunity to 
comment on matters that have been dealt with by the Committee. 


1984 REPORT 


The Committee’s 1984 Report to the Legislature was tabled with 
the Clerk of the House on March 5, 1985, after the Fourth Session of the 
Thirty-Second Parliament. The debate normally following the tabling did 
not occur since the Legislature was dissolved on March 25, 1985 for the 
election of a new Legislative Assembly. 


At the time of completion of this Report, the newly elected 
Assembly had yet to debate the Committee’s 1984 Report. 


Exhibit 10 of this Report summarizes and provides the current 
status of all recommendations contained in the Committee’s 1984 Report. 
It also provides an update on the status of recommendations contained in 
previous Committee Reports, which were listed as unresolved in Exhibit 
10 of our last year’s Report. 


ne 


| 


! EXHIBITS 





I. Sections of the Audit Act Relevant to the Responsibilities of the 
| Provincial Auditor. 


|2. Province of Ontario, Audited Financial Statements, Year Ended 
March 31, 1985. 


3. Management Board Orders — Amounts Authorized and Expended 
_ Thereunder, Year Ended March 31, 1985. 


4. Statutory Appropriations — Amounts Provided and Expended 
_ Thereunder, Year Ended March 31, 1985. 


Office of the Provincial Auditor: 


| 
! 


5. Organization Chart. | 

6. Ministry Audits and Special Reviews, Year Ended March 31, 
| 1985. 

7. Agency of the Crown and Crown Controlled Corporation Audits, 


| Year Ended March 31, 1985. 
8. Audited Statement of Expenditure, Year Ended March 31, 1985. 


9. Status of Suggested Corrective Action and Recommendations 
Contained in Previous Annual Reports. 


0. Status of Recommendations Contained in the Reports of the Standing 
Public Accounts Committee to the Legislative Assembly. 
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EXHIBIT 1 


SECTIONS OF THE AUDIT ACT RELEVANT TO THE 


RESPONSIBILITIES OF THE PROVINCIAL AUDITOR 


KEY DEFINITIONS 


Agency of the Crown 


1.(a) ‘‘agency of the Crown”’ means an association, authority, board 
commission, corporation, council, foundation, institution 
organization or other body, 


(i) 


(11) 


(iii) 


(iv) 


whose accounts the Auditor is appointed to audit by it 
shareholders or by its board of management, board of director 
or other governing body, 


whose accounts are audited by the Auditor under any other Ac 
or whose accounts the Auditor is appointed by the Lieutenan 
Governor in Council to audit, 


whose accounts are audited by an auditor, other than th 
Auditor, appointed by the Lieutenant Governor in Council 
or 


the audit of the accounts of which the Auditor is required t 
direct or review or in respect of which the auditor’s report an 
the working papers used in the preparation of the auditor 
statement are required to be made available to the Auditc 
under any other Act, 


but does not include one that the Crown Agency Act states is n¢ 
affected by that Act or that any other Act states is not a Crow 
Agency within the meaning or for the purposes of the Crow 
Agency Act. 


Crown Controlled Corporation 


1.(e) ‘‘Crown controlled corporation’ means a corporation that is not 4 
agency of the Crown and having 50 per cent or more of its issue 
and outstanding shares vested in Her Majesty in right of Ontario 
having the appointment of a majority of its board of directors mat 
or approved by the Lieutenant Governor in Council. 


Inspection Audit 


1.(g) ‘‘inspection audit’’ means an examination of accounting records. 


EXAMINATION OF ACCOUNTS 


Consolidated Revenue Fund 


9.(1) The Auditor shall audit, on behalf of the Assembly and in su 
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manner as the Auditor considers necessary, the accounts and 
records of the receipt and disbursement of public money forming 


part of the Consolidated Revenue Fund whether held in trust or 
otherwise. 


Agencies of the Crown and Crown Controlled C orporations 





_ 9.(2) Where the accounts and financial transactions of an agency of the 

Crown are not audited by another auditor, the Auditor shall perform 

the audit, and, notwithstanding any provision of any other Act, 

| where the accounts and financial transactions of an agency of the 

| Crown are audited by another auditor, the audit shall be performed 

! under the direction of the Auditor and such other auditor shall 
report to the Auditor. 


_9.(3) Where the accounts of a Crown controlled corporation are audited 


other than by the Auditor, the person or persons performing the 

| audit, 

| (a) shall deliver to the Auditor forthwith after completion of the 
audit a copy of their report of their findings and their 
recommendations to the management and a copy of the audited 
financial statements of the corporation; 


(b) shall make available forthwith to the Auditor, when so 
requested by the Auditor, all working papers, reports, 
schedules and other documents in respect of the audit or in 
respect of any other audit of the corporation specified in the 
request; 


(c) shall provide forthwith to the Auditor, when so requested by the 
! Auditor, a full explanation of work performed, tests and 
| examinations made and the results obtained, and any other 
information within the knowledge of such person or persons in 
respect of the corporation. 


9.(4) Where the Auditor is of the opinion that any information, 
| explanation or document that is provided, made available or 
| 





delivered to him by the auditor or auditors referred to in subsection 
(2) or (3) is insufficient, the Auditor may conduct or cause to be 
conducted such additional examination and investigation of the 
records and operations of the agency or corporation as the Auditor 
considers necessary. 


UBMISSION OF ANNUAL AND SPECIAL REPORTS 


| ;embl 
2.1) The Auditor shall report annually to the Sp Gs oh see 
| after each fiscal year is closed and the Public Accounts uae 
| before the Assembly, but not later than the 31st day of Decem 

| 


| 
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each year unless the Public Accounts are not laid before the 
Assembly by that day, and may make a special report to the 
Speaker at any time on any matter that in the opinion of the Auditor 
should not be deferred until the annual report, and the Speaker shall 
lay each such report before the Assembly forthwith if it is in session 
or, if not, not later than the tenth day of the next session. 


CONTENT OF ANNUAL REPORT 


12.(2) Inhis annual report in respect of each fiscal year, the Auditor shall 


report on, 


(a) the work of the Office of the Auditor, and on whether in 
carrying on the work of the Office the Auditor received all the 
information and explanations required; 


(b) the examination of accounts of receipts and disbursements of 
public money; 


(c) the examination of the statements of Assets and Liabilities, the 
Consolidated Revenue Fund and Revenue and Expenditure as 
reported in the Public Accounts, and shall express an opinion as 
to whether the statements present fairly the financial position of 
the Province, the results of its operations and the changes in its 
financial position in accordance with the accounting principles 
stated in the Public Accounts applied on a basis consistent wit 
that of the preceding fiscal year together with any reservation: 
the Auditor may have, 


(d) all special warrants issued to authorize payments, stating the 
date of each special warrant, the amount authorized and th 


amount expended; 


(ce) all orders of the Management Board of Cabinet made t 
authorize payments in excess of appropriations, stating the dat 
of each order, the amount authorized and the amoun 
expended; 


(f) such matters as, in the opinion of the Auditor, should b 
brought to the attention of the Assembly including, withot 
limiting the generality of the foregoing, any matters related t 
the audit of agencies of the Crown or Crown controlle 
corporations or any cases where the Auditor has observed tha’ 


(i) accounts were not properly kept or public money was I 
fully accounted for, 


(ii) essential records were not maintained or the rules ar 
procedures applied were not sufficient to safeguard af 
control public property or to effectively check tt 
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a 2 ©) 
assessment, collection and proper allocation of revenue or 
to ensure that expenditures were made only as authorized, 


(iii) money was expended other than for the purposes for which 
| it Was appropriated, 


| (iv) money was expended without due regard to economy and 
| efficiency, or 


| (v) where procedures could be used to measure and report on 
| the effectiveness of programs, the procedures were not 

established or, in the opinion of the Auditor, the 
| established procedures were not Satisfactory. 


| 
N SPECTION AUDITS 





13.(1) The Auditor may perform an inspection audit in respect of a 
| payment in the form of a grant from the Consolidated Revenue 
Fund or an agency of the Crown and may require a recipient of such 
a payment to prepare and to submit to the Auditor a financial 
| Statement that sets out the details of the disposition of the payment 
| by the recipient. 


\SSISTANCE TO STANDING PUBLIC ACCOUNTS COMMITTEE 





6. At the request of the Standing Public Accounts Committee of the 
_ Assembly, the Auditor and any member of the Office of the Auditor 
designated by the Auditor shall attend at the meetings of the committee 
in order, 


| (a) to assist the committee in planning the agenda for review by the 
| committee of the Public Accounts and the annual report of the 
| Auditor; and 


(b) to assist the committee during its review of the Public Accounts 
and the annual report of the Auditor, 


and the Auditor shall examine into and report on any matter referred to 
_ him in respect of the Public Accounts by a resolution of the 
| committee. 


>ECIAL ASSIGNMENTS 


7. The Auditor shall perform such special assignments as may be 
required by the Assembly, the Standing Public Accounts meee 
of the Assembly, by resolution of the committee , or by a ee es 
__ the Crown in right of Ontario but such special assignments aes = 

take precedence over the other duties of the Auditor under om mae 
the Auditor may decline an assignment by a minister of a pipe 
__ that, in the opinion of the Auditor, might conflict with the other 
of the Auditor. 
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RELATIONSHIP WITH BOARD OF INTERNAL ECONOMY 


28. A person or persons, not employed by the Crown or the Office of the 
Assembly, licensed under the Public Accountancy Act and appointed 
by the Board, shall examine the accounts relating to the disbursements 
of public money on behalf of the Office of the Auditor and shall report 
thereon to the Board and the chairman of the Board shall cause the 
report to be laid before the Assembly if it is in session or, if not, at the 
next ensuing session. 


29.(1) The Auditor shall present annually to the Board estimates of the 


29 (2) 


29 (3) 


sums of money that will be required for the purposes of this Act. 


The Board shall review and may alter as it considers proper the 
estimates presented by the Auditor, and the chairman of the Boarc 
shall cause the estimates as altered by the Board to be laid before 
the Assembly and the Assembly shall refer the estimates laid befor 
it to a committee of the Assembly for review. 


Notice of meetings of the Board to review or alter the estimate: 
presented by the Auditor shall be given to the chairman and th 
vice-chairman of the standing Public Accounts Committee of th 
Assembly and the chairman and the vice-chairman may attend a 
the review of the estimates by the Board. 
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EXHIBIT 2 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The Accounting Basis 


The financial statements, prepared using the concept of a Consolidated Revenue Fund, 
ave been designed primarily to provide an accounting of the financial resources appropriated by the 
Ontario Legislature. The policies and practices followed by the Province, under which the financial 
‘ransactions of government ministries are recorded and displayed as Consolidated Revenue Fund 
2ash inflows and outflows, best accommodate reporting to the Legislature. 





| The cash basis of accounting used by the Province is modified to allow for an additional 
hirty days to pay for debts incurred during the fiscal year just ended. Cash inflows, on the other 


aand, are closed at March 31 for cash received or in transit. With res 


; 


pect to provincial crown 
sorporations, agencies, boards and commissions, the financial Statements of the Consolidated 
Revenue Fund reflect only the extent to which their operations have been financed or have 
‘ontributed to the Fund for the year. 








The accounting of the Province’s transactions is recorded under three categories: 
3udgetary transactions, Non-budgetary transactions and Financing transactions. 


| 


_3udgetary Transactions 
Budgetary transactions are operational activities of the Government. 
Revenue 
Includes revenue raised through taxation, premiums, fees, licences and permits, 


payments from the Federal Government under fiscal arrangements and shared-cost 
programs, and income from investments. 


_ (ee 


Expenditures 





Expenditures on government programs include payments for goods and 
services, interest on the public debt, salaries, transfer payments to individuals, 
municipalities and institutions, subsidies and grants, and the acquisition and creation of 
fixed assets. 


| 
lon-Budgetary Transactions 


| 


| Non-budgetary transactions are the lending , investment and trust administration aie 
| of the Government, including loans, advances and investments, pension and relate 
| adjustment funds and other trust and special purpose accounts. These transactions affect 
only asset and liability accounts. 


1 
H 


Loans, Advances and Investments 


This category includes the government lending and investment spel in 
various crown corporations, agencies and municipalities. All of these a = ee 
are repayable or represent equity holdings supported by the assets of the corporations. 





| Pension and Related Adjustment Funds 


Pension and related adjustment funds consist of all ni aa ial ta Heo 
contributions and interest earnings of the Public Service Se 
Superannuation Adjustment Fund, the Legislative Assembly eoeent ee 
Account, the Provincial Judges Benefits Fund, and the Ontario Provincia 
Supplementary Benefit Account and payments made from these funds. 


Trust and Special Purpose Accounts 
; ‘ince’s trust 
Trust and special purpose accounts arise from ¥ wets 
administration activity for both government ministries and the private 
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Oe CO 


Financing Transactions 


Financing transactions are the borrowing and repayment activities of the Government, and 
are of two types. 


Debt transactions 


Debt transactions are the borrowing and repayment transactions which include 
obligations issued for both non-public and public sources of funds. 


Ontario Hydro transactions 


Ontario Hydro transactions relate to amounts borrowed by the Province on 
behalf of Ontario Hydro. The Province issues securities , and advances the proceeds to 
Ontario Hydro in exchange for bonds with like terms and conditions. Since these 
transactions and the ensuing retirement and debt servicing costs, are the result of a 
financing alternative and are not a part of the Province’s own budget plan, they are 
classified separately . 


Assets, Net Debt and Liabilities 


Assets 

Advances to Ontario Hydro represent the face value of funds advanced to 
Ontario Hydro, stated in Canadian dollars using the exchange rate in effect on the 
reporting date. All other assets are claims by the Consolidated Revenue Fund on other 
parties and have been created by cash transactions. As indicated in the Notes to the 
financial statements , under current government policy, the funds required to repay some 
of the advances and loans included as assets are effectively provided out of provincial 
expenditure appropriations. The liabilities are claims by other parties on the Consolidate¢ 
Revenue Fund. Since expenditures on fixed assets do not represent financial claims on 
other parties and are not considered to differ from any other service to the public, they are 
not reported as assets but are expensed as budgetary items in the year of acquisition. 


Net debt 


The net debt of the Province is the excess of liabilities over financial assets 
representing the accumulation of all budgetary deficits and surpluses since Confederation 
The year-to-year change in net debt is the amount by which budgetary revenues exceed 01 
are less than budgetary expenditures. 


Liabilities 
Funded debt 


Funded debt comprises obligations that have a specified term to maturity and art 
secured by debt instruments. Included are debentures , notes and treasury bills which art 
recorded at the face value of the debt instrument, or in the case of the foreign currenc) 
denominated debt, at the Canadian dollar equivalent. Discount, premium and commissiol 
expenses are treated as current year budgetary transactions. The general resources of th 
Province are used for the continued orderly retirement of debt and no sinking funds ar 
maintained for this purpose. 


Other liabilities 


Other liabilities include pension and related adjustment funds, deposits with th 
Province of Ontario Savings Office and trust and special purpose accounts as describe: 
under Non-budgetary transactions. 


Debentures and notes issued for Ontario Hydro are stated in Canadian dollar 
using the exchange rate in effect on the reporting date. 


Contingent liabilities 


The contingent liabilities of the Province consist of guarantees by the Treasure 
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er Y 


of Ontario and material claims against the Crown. The 


| guarantees denominated in foreign 
currencies , are translated to Canadian dollars at yeare 


nd rates of exchange. 


foreign Currency Translation 


Commencing in fiscal year 1984-85. proceeds and retirements of lo 
denominated in foreign currencies are recorded as Financing transactions at the Canadian 
dollar equivalent using the rate of exchange prevailing on the date of the transaction. Debt 

payable and contingent liabilities are translated to Canadian 
exchange. 


ans 


dollars at year end rates of 


In the case of outstanding debt issued on behalf of Ontario Hydro, the offsetting 
advances to Ontario Hydro are similarly translated at year end rates of exchange and, 
i therefore , there is no exchange gain or loss to be recorded. In the case of outstanding debt 


! incurred for provincial purposes, exchange gains or losses are recorded as Budgetary 
transactions. 


Prior to 1984-85, proceeds and retirements of loans were recorded as Financing 
| transactions, at par in the case of U.S. currency and at the Canadian dollar equivalent 

translated at the exchange rate in effect at the time of issue for other foreign currencies. 
| Any resulting exchange gains or losses on debt incurred for provincial purposes were 
) recorded as Budgetary transactions when realized. Contingent liabilities were translated at 
the rates of exchange at the time of issue except for amounts maturing within one year 
from the statement date, which were translated at the year end rates of exchange. 
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STATEMENT OF FINANCIAL POSITION 


as at March 31, 1985 
($ millions) 


Assets 


Cash and temporary investments (Note 1) ......-.2--sseeseereresteseees 
Advances and investments — corporations , boards and 

commissions: (Note22) cat te soto ete agains eat he atone cep noiser 
Investments in water treatment and waste control facilities 

(at cost less recoveries) (Note 3) i teeeeee ae eee 
Loans to municipalities 22)na-e ree eet renters a 
Other loans and investments (Note 4) ........-::eeeeee ee ceee reer snet tet 


Advances to Ontario Hydro, secured by bonds (Notes 5 & 10) ....... 
Total financial’assetS: skies. eek meer cee ate earners 


Net Debt ounec roo oe crated Dacre anne ras an aan aaa a 


Liabilities 
Funded debt 
Debentures and notes for provincial purposes (Note 6) ......------ 
Treasury DUS pois. eg: ncccn 22ers cae arc cee ace celles 


Pension and related adjustment funds (Note 7) .........-+sssssesetrtee 
Deposits with the Province of Ontario Savings Office ............6++ 
Trust and special purpose acCOUNtS ..........eseeeeeeeee et ee nets este estes 


Total liabilities for provincial purposes ......-.-..+seeeseeeereeeetee es 


Debentures and notes issued for Ontario Hydro (Notes 6éc10)- zee 


Contingent liabilities (Note 8)" 75223. .ire ee. 3 setae lesen ori: 


1985 


























1984 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial 


Statements . 


Approved on behalf of the Ministry of Treasury and Economics: 


B.A. SMITH, Deputy Treasurer of Ontario and Deputy Minister of Economics 


D.S. McCOLL, Assistant Deputy Minister, Office of the Treasury 


| EXHIBITS Pt | 
| STATEMENT OF CONSOLIDATED REVENUE FUND TRANSACTIONS 


for the year ended March 31, 1985 
($ millions) 


| 

| 

| Budget Actual Actual 
| 1985 1985 1984 


| Budgetary Transactions 


Re VeNUC eee A EP Fe 23 476 23,765 21313 
expenditure ee... BR .. 26 359 26,431 24,553 


Budgetary deficit ................ 2,883 2,666 3,240 


/ 

_Non-Budgetary Transactions (net) 
Loans, advances and investments .. 134 266 “13 
Pension and related adjustment 


LEVY RS. 4s en Ar cr 606 615 562 


Trust and special purpose accounts 104 83 116 


Non-budgetary transactions 
(net) 


Net Cash Requirements ................ 2,039 1,702 2,289 














q 
| 
|) 
K 
\ 
} 
! 
4 
\ 











Financing 
__ Debt Transactions 
Proceeds of loans net of 
Tetiements: .. -# #8 ..,..<.. 2,073 2,090 2,860 
Ontario Hydro Transactions 
(Note 10) 
Net proceeds of loans and 
foreign exchange 
CSTOVENE Al, Gerke Moc e, sen, pa 429 
Related advances , interest , 
foreign exchange 








differential and recoveries (719) (429) 
' Increase in cash and temporary 571 
mOvestiments: ¢.. 55. 0.08. 6... 000 0. 34 ___ 388 = 
Soges > 286 
fee! Financing .................000..... 2,039 1,702 2,28 











| 
} 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements . 
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STATEMENT OF BUDGETARY REVENUE 


for the year ended March 31, 1985 
($ millions) 


Taxation 


Personal: Income Tax .:ccc. comes ctor es oc cece = rear sro 
Retail SaleseT ax otic gees ochre teaye Serco ar teen enten sos 
Corporations Tax, o.5..0esecs es oc see ssw stare oe pe etec sce tnnane 
Gasoline Lax occ coc cca e eee ae Tas oR eer rel orenr eters sy geeks ieee 
TODACCON LAX. ccc ee ce eee cee ene Pete ee Cone rae eae 


Patel eT axe tee rn eee eee 


leand Transfer [ax otc coco. our on crohns corner 
RACE THACKS PAKS ice, oh corn seciteetes dierent ee amie seen ecreeraie 


Mining Profits Tax .......:..cesececeseeseneveees 
SUCCESSION UOULY oie aera ee eee eeu tes 
Public Utilities: Income Tax... s,. sea ae 
CTHER eco ene oa oe Anetra niente: 


Other Revenue 

Premiums — Ontario Health Insurance Plan 

Profits from Crown Corporations and Boards 
Liquor Control Board of Ontario ..... 
Ontario Lottery Corporation .......,-:--... 

Vehicle registration fees ccc ore 

Liquor Licence Board of Ontario revenues .. 

Other-fees-and licences xt -7e sateen 


Fines and Penalties 2.20. Gee ire teers occicenueereree 
Utility Service. Charges a. ijiae st ettemaes er neuereaarien cree 
Royalties: «ce sssariese syn econ cae eee eae a ara 
Sales and Rentals: soacorccc renee ea treet ant eee 


Other 


Government of Canada 
Established Programs Financing 
Cash Contribution 


Canada Assistance Plan 
National Training Agreement 
Othe tacit cabo ae sec 


woe ee errr reese 


eee eee eee enee 


ee 


ECHO Oe CI) 


Ce ee 


a e.8 © Cle eresee 8 oe 


é:19' 16, 10:00) 016 (01 6 


© esp ietid: 600) Ol O08)® 


s/ 06 (ee 8 elo ae © a1, 


eee eee rer eeeee 


Ser /sie (016 (6.5) 0) $l 0.) 06) onc ee, (elevate a?e) “er eiel 6r.e-er'e) @n8).6) 4.0716) 0) 9 Cli lene (001.6) 9) 8.97 97a e) SOS keke See 


Extended Health Care Services .ocec. 600 cones sous 


PR aC CC Te ee CONC aC Sa ek et ett 


Interest on Loans, Advances and Investments . 


Total Budgetary Revenue 


ee. 6:6. WaPo: 6.6e a) ele) ee op 61.0] 016 616) 9 4) iG e 0) eee 8 8)e B's 


Budget 
1985 


6.952 
4,239 
1,942 























See accompanying Summary of Significant Accounting Policies and Notes to the Financial 


Statements . 
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| STATEMENT OF BUDGETARY EXPENDITURE 


for the year ended March 31, 1985 
($ millions) 











Budget Actual Actual 
| 1985 1985 1984 
Social Development Policy Field 
Bie atiimementrrene aot Alera. Cree MGS co conc ceue ca cos, 8,242 8 ,340 7,582 
eCUC AUT er nm en Moet a tae yey. d, .. once ce, 52275 3-219 3,087 
COnmmunityrandisocial Services, 4eeciesicc cele selec. 2,540 ZS 2,402 
PO UCRESPAIIMONIVEISIUIECS: ©... chseccsi fosvved foes coee dec. 2,103 2,101 2035 
SASS OTe Va RK Gc EET av 172 184 205 
Bomalevciopment POWCY a .cscsed heat iis Clie oe. 12 1] 13 
16,292 16,460 15,324 


_ Resources Development Policy Field 








) Transportation and Communications ...................... 1,539 ny 1,541 
Municipal Affairs and PIOUS N Siete Gnas oats es 12022 1,019 1 024 
BTA RCSOUEC CS | aioe EERE ba oes. cove bocce ica bdwa vues 422 437 408 
Rote BULGE ANGRHOOU 4 asaea sah aees 84 Pees dosh svisevend, 310 306 264 
| Beate EOC Ise ere eh ee eo ge ace oc ada uhbn os 250 282 254 
| Bests Ml aNG RECTCAUION 2.06. 516.4. .+<.-0cocncadereseccssl 123 160 110 
ATOR Gaiies Beacon 88 80 91 
| ESSEOT Vial 7 EPG Fas a eh ee 78 80 76 
STG E I ios et pn 73 74 73 
Sources Development Policy .....040.0) Wess. hee 4 3 <3 

3,909 4,028 3,844 


_ Justice Policy Field 

















Sen MBE Celie UA lua ee ial Spat ee) Sek oie fa ves dao na 0s Sap hee 307 309 291 
ON LESITSU SUG T7o) 1 oY, anes ce ne 266 278 s } 
‘ BPO ILECHIONGIBSCLVICES | SAF icc sc de de cedcsediacessedeseis 228 245 oe 
_ Consumer and Commercial Relations ................0060. 120 122 i : 
TS SSUES Oe oe! = . 
| 923 955 910 
| General Government 
CET STOEL US IRR PS 637 652 620 
SUE SMP oes cootee eset eeeeeenee. a te ee 
\ Be VAN CONOMICS Basen asd ce cc os os dnasinndicides boi 6 ee 
BOLLE eee 384 379 
Mme GOvernment Services ...........sssccccccseeeee: ve ie 
MUOTENCTI ALTAITS |... 00.cc bcc cececescetccteccsevuncccscacssens 159 3 ue 
EE ACOOF Ute A CBOMIDIV Aya cess te ts dle ss vtaee ee 34 eS 5 
management Board of Cabinet ...........00..0000cc00eeeees 18 - : 
Bite POVeTOMental Allairs once ce nen dc oncvcnoasesevecncs 8 : 
21 21 Ee 
Ne Ne Ne seca hs aitecnisiiihcorinstn/vardinaron a OGD a Me! 
2,124 2,066 _ 1.94! 
2,922 2,534 
IC TIVEDE LIMECT ESE 00. lak dace cccisecsvensrscccrsveauens 2 e : 
Contingency Fund (Note 11) ...........000cccccceeeeeeeeeeee pay fe are 
| ed se 26,359 26,431 24,353 
Total Budgetary Expenditure ....................0::0:000e 26,397 eRe eee 


Pak i rial 
See accompanying Summary of Significant Accounting Policies and Notes to the Financ 
_ Statements. 


| 
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ee 


STATEMENT OF NON-BUDGETARY TRANSACTIONS 


for the year ended March 31, 1985 
($ millions) 


Budget Actual Actual 
1985 1985 1984 
Loans, Advances and Investments 
Repayments by: 
Corporations, boards and commissions 
Crop Insurance Commission of Ontario ......... 24 11 
Development Corporations .............:.sseeeeeee 23 4] as 
Ontario Education Capital Aid Corporation ..... 98 98 92 
Ontario Land Corporation ..........5.......-..<.:>. a2 dS GS 
Ontario Universities Capital Aid Corporation ... 36 36 34 
Other Wess. erence sees rans ee 2 28 28 
Muntcipalitiesn <2. c)-cce te eet eee 40 42 43 
Water treatment and waste control facilities ......... 55 74 94 
Other loans andinvestments, 2.4.2.0). tees —— bey yy 
325 435 449 
Payments to: 
Corporations , boards and commissions 
Development Corporations ............--.++0.++00: 63 51 44 
Ontario Energy Corporation: Wy .eo 2. 28 28 29 
Othe teise:e Mater coterie ure cent 10 9 1] 
Municipalities. osiee: ose eter es 30 25 24 
Water treatment and waste control facilities ......... 60 56 68 
eh _169 _lig 
Net Decrease in Loans, Advances and Investments ...... 134 266 pa 
Pension and Related Adjustment Funds 
Deposits to: 
Public Service Superannuation Fund —..--7........4.<. 590 565 513 
Superannuation Adjustment Fund .............-.....:- 230 248 219 
Othier cho20 cece eee ee ee ee 4 Si + 
824 844 736 
Payments from: 
Public Service Superannuation Fund .................. 150 164 124 
Superannuation Adjustment Fund ..................+6. 67 63 49 
Othe tivas’s. hice tase cetera es eee ee 1 2 ] 
218 229 174 
Net Increase in Pension and Related Adjustment Funds 606 615 562 
Trust and Special Purpose Accounts 
Deposits to: 
Interprovincial Lotteries Trust Fund ................+. 95 128 99 
Motor Vehicle Accident Claims Fund ................ 9 11 10 
Other 22.8 ee re a ee ee 8 13 2a 
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STATEMENT OF NON-BUDGETARY TRANSACTIONS (cont’d) 


for the year ended March 31, 1985 
($ millions) 











Budget Actual Actual 

1985 1985 1984 

Payments from: 

Interprovincial Lotteries Trust Fund .................. 22 pe 12 

Motor Vehicle Accident Claims Fund ................ 8 9 14 

Province of Ontario Savings Office — net decrease 

ICT C ASC) mr teens freee ON a) (25) 32 (13) 

ro. ak ie i As Nal ee er 3 i y 

| 8 69 _ 20 
Net Increase in Trust and Special Purpose Accounts .... 104 83 116 
Total Non-Budgetary Transactions .......................... 844 964 951 


| 
| 


| 

| 

| See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
_ Statements . 
| 


| 
| 
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STATEMENT OF DEBT TRANSACTIONS 


for the year ended March 31, 1985 
| ($ millions) 
































Budget Actual Actual 
1985 1985 1984 
_ Proceeds of Loans 
Non-public fas 
| Canada Pension Plan Investment Fund ............... 1,220 1,134 sis 
Mieachers ssuperanniavon FUN ....5.45 c-. 19. sees 960 1 ,065 
Public 
| WepemlurcsrandmMOles a ease. ei attsly lene cera ai 
i “LOT ISLET ATL Key GST repel ten a oe ey nce 
BEET OCCERS OL ILOANS 5-22 ..c554 50002 vere cone nes vay ieetconeses 2,180 pa) 137 
Retirements of Loans 13 ‘ 
SLPS LULEY IG ct a ce 11 
| Public 
267 
Dee Testa OCG eae ateni can cots io ox te Feveos scene 96 - = 
Total Retirements of Loans ................0000cece0e0eeeenees 107 = eer 
‘Debt Transactions (SEY. Soest eee eee eee rT ae 2,073 UAV Pe Sa 





226 AUDITOR’S REPORT FOR 1985 
ea i ree 


STATEMENT OF ONTARIO HYDRO TRANSACTIONS 


for the year ended March 31, 1985 
($ millions) 


1985 1984 

Proceeds of loans (public) ........0.20sscercocstescvecssessereteasirensorescesess 319 368 
Retirements of loans (public) ...........ccceeeneeeee eee e eee et ense eens taeeeenens (80) (160) 
Net proceeds (Note 10) c...0.12. casera cp venebene rr cece teen eterecudicciler cess: 239 208 
Foreign exchange differential (Note 6) ........-.:0seseeeeeeetnene reese ee eens 480 221 
Net increase in debentures and notes for 

Ontario Hydro purposes ...........cssescneesee cece eeneneneenensec rece ose es T19 429 
Related advances, interest and recoveries (Note 10) 

Advances to Ontario Hydro ,.....0..6. 200+ sscupectreenerce aces etewneemeiainns 319 368 

Wnterest <i. osc ae aches ee cess 6 ls ek oe ee er 874 800 

Recovery of interest and loan retirements ...........+.++se seer sete eres ees (954) (960) 
Net advanCeses ccc ea a bc ce eee atte totes intents a a 239 208 
Foreign exchasige differential (Note 6) .............cseeeeeeee eee e tener eee ee es 480 22K 
Related advances, interest, foreign exchange 

differential and recoveries (Met). a. 5..gc00. os sone amen oo 8-2 eee ae 719 429 


See accompanying Summary of Significant Accounting Policies and Notes to the Financial 
Statements . 





EXHIBITS 209 


NOTES TO THE FINANCIAL STATEMENTS 


(all figures in millions of doliars) 


. Cash and Temporary Investments 


Temporary investments consist mainly of marketable short-term securities issued by Canadian 
chartered banks and provincial and federal governments and are recorded at cost. Also included 
are $28 million (1984 $36 million) of debentures and bonds issued or guaranteed by the 
Province, which at March 31, 1985 had a market value of $24 million (1984 $28 million). 





Advances and Investments — Corporations, Boards and Commissions 
1985 1984 
Ontario Universities Capital Aid OCDOTANON age a 0c Be ten $1,012 $1,048 
Mate ME CLDOCAUON fra. a 2500s) 4.c6ccessterss doce sce... 872 943 
Ontario Education Capital Aid Corporation ............................. 836 934 
Beamonenersy COmMOration ............+s006es0rdcevescecessscs.,.ce,.,. 407 379 
Be OD MCHUC GIP OLANONS coi 55s .csr sass eds epsceedeces they cscs... 243 263 
Pema OMIOUSINie COMpOration ...........:s060c066.sesscereecieccecoesscses, 183 i9] 
Rs SN 25.5450 sccuy <1 édlesheresescorciseceves 194 __ 234 
BATT $3,992 


The Ontario Universities Capital Aid Corporation received advances from the Province until 
March 31, 1978 to purchase bonds or debentures issued by provincial universities, colleges , the 
Art Gallery of Ontario, the Royal Ontario Museum and municipalities on behalf of public 
libraries for approved capital construction projects. The securities held by the Corporation are 
the obligations of the issuing institutions. Effective April 1, 1978 the loan program was 
replaced by grants from the Province to the institutions. During the fiscal year ending March 
31, 1985, $111 million (1984 $111 million) was included in these grants from the Province to 
cover the amounts of principal and interest due to the Corporation from institutions other than 
municipalities. The Corporation has continued to administer the repayment of outstanding 
loans. 


The Ontario Land Corporation has received advances from the Province for the acquisition and 
development of land and for the financing of mortgages and loans. Of the total LN ee 
outstanding, $395 million (1984 $398 million) is non-interest bearing and has been used to 
finance land holdings. 


The Ontario Education Capital Aid Corporation received advances from the uae oe 
March 31, 1980 to purchase bonds or debentures issued by school boards for capital aeALy 
programs. The securities held by the Corporation are the obligations of the Seer Sc a 
boards. Effective April 1, 1980 the loan program was replaced by direct grants ee : 

Province to the school boards. Under the support arrangements for the repayment of these 


¢ ebt 
- advances, the Province has given grants, currently averaging 75% of the approved deb 


charges , to local school boards. The Corporation has continued to administer the repayments of 
outstanding loans. 

The Ontario Energy Corporation was established to invest and participate in this pile 
projects. The Province has made loans to and investments in the Corporation, ne pee 
million non-interest bearing demand loan advanced in 1981 to finance one-half o me ee 
Price for 25% of the common shares of Suncor Inc. by Ontario Energy Resources 
wholly owned subsidiary of the Ontario Energy Corporation. 


A , J ent 
The Ontario Development Corporation and the associated Eastern eee aa 
Corporation and Northern Ontario Development Corporation Ree, pana has an equity 
Provincial guarantees of bank loans to qualified enterprises. T ie ap for their lending 
investment of $7 million in the Corporations and has advanced al 2 Bs Saye ok ate 
programs. Through its budgetary expenditures, the Province also transfers 
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an amount to defray the costs of: all administrative expenses, loans made at low interest rates, 
certain loan forgiveness, honouring guarantees, and loan and loss write-offs. In 1985 these 
transfers amounted to $27 million (1984 $27 million). 


The Ontario Housing Corporation plans, constructs and manages residential housing projects. 
Financing is provided by the Province and the Canada Mortgage and Housing Corporation. 


3. Investments in Water Treatment and Waste Control Facilities 


The Ministry of the Environment lets extensive contracts for the building of water and sewage 
systems to serve municipalities. These investments are being recovered over the life of the 
agreements with the municipalities. Agreements covering $991 million of the investment are 
for provincially-owned projects which are subject to service rate billings. The proceeds from 
billings are used to amortize the investment over periods of up to forty years, to pay for 
operating costs and to provide a return on the investment. Certain other agreements provide for | 
the accumulation of the principal portion of annual amortization payments in a sinking fund. 
The accumulated balance in these funds, which are included in trust and special purpose 
accounts was $47 million at March 31, 1985 (1984 $53 million). Since 1978-79, the Province 
has changed its policy and is phasing out investments in favour of assisting municipalities by 
direct grants. 


4. Other Loans and Investments 


Included in other loans and investments are Ministry of Health capital construction loans to 

public hospitals amounting to $132 million (1984 $148 million). During the current fiscal year, 
the Province made grants of $10 million (1984 $11 million) to assist public hospitals in meeting 

principal and interest payments. No new loans have been made since 1978 when the Ministry 

changed its public hospitals capital financial support program from loans to grants. 


5. Advances to Ontario Hydro 


The Province has advanced funds to Ontario Hydro, secured by bonds with like terms and 
conditions to the securities issued by the Province on behalf of Ontario Hydro. The bonds 
consist of U.S. $5,272 million (1984 U.S. $5,082 million) , and Canadian $1,000 million (1984 
Canadian $1,000 million) with respect to Canada Pension Plan funds. At March 31, 1985 bonds 
denominated in U.S. dollars are recorded at $7,206 million (1984 $6,487 million), the 
Canadian dollar equivalent using the exchange rate in effect at March 31. 


6. Debentures and Notes 


Debentures and notes payable, for Provincial purposes and for Ontario Hydro, expressed in 
Canadian dollars , are summarized by years of maturity in the following tables. 


FOR PROVINCIAL PURPOSES 


Years of 
Maturity 
March 31 1985 1984 
1985 $ ¢ {a 
1986 21D 215 
1987 346 346 
1988 776 776 
1989 919 919 
1990 453 _F 
1-5 years 2,709 2,362 
6-10 years 3,790 3 382 
11-15 years 6,780 5,780 
16-20 years 8,611 8,512 


21-25 years 1,917 1,67 
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ee SS ces 





26-30 years 69 66 
31-35 years 64 71 
36-40 years 3 10 

$23,943 $21,853 


FOR ONTARIO HYDRO 


Se er eM Tot 4gj60 2. 








ears of 1985 
Maturity United 1984 
March 31 Canadian States Total Total 
1986 $ $ 136 S136 $ 128 
} 1987 
1988 273 273 255 
1989 
1990 274 274 
1-5 years 683 683 383 
6-10 years 1,208 1,208 1,066 
ae 1-15 years 542 542 332 
Bi 16-20 years 1,000 1,067 2,067 1,762 
ieee 1-25 years 2,630 2,630 2,548 
_ 26-30 years 1,076 1,076 Bes 
$1,000 $7,206 $8 ,206 $7 ,487 














The U.S. dollar debenture liability has been recorded at the Canadian dollar equivalent using 
the exchange rate in effect at March 31. 


_ The foreign exchange differential of $480 million (1984 $221 million), in the Statement of 
_ Ontario Hydro transactions, consists of: 


¢ $460 million (1984 $210 million) attributable to the revaluation of the liability at the end 
| of the previous fiscal year using the exchange rate in effect at March 31, 1985; and 


¢ $20 million (1984 $11 million) attributable to the revaluation of the in-year transactions 
using the exchange rate in effect at March 31, 1985. 


As explained in Note 5, the Province has an offsetting asset of Ontario Hydro bonds with like 
_ terms and conditions to the securities issued by the Province. 


7. Pension and Related Adjustment Funds 


The Province maintains accounts within the Consolidated Revenue Fund for all contributions 
and interest earnings less payments regarding the following pension and elated acess 
_ funds and accounts. The amounts recorded by the Province are essentially the sole assets o 
_ these plans. 


| 1985 1984 

| . 5 $3,152 
Public Service Superannuation Fund ...........00ccccccecseeeveeeeeeeees 3 3 ; ey. 
_ Superannuation NGL UST TST SATII EIEN TCE 2 cre aitect a eee eee era a 26 
_ Legislative Assembly Retirement Allowances Account ............:+. 

Provincial Judges Benefits Fund ...........00cccccececceseereeereeteess r 

' Ontario Provincial Police Su lementary Benefit Account ........... a eR ¢4 093 
| Pp $4,708 $4,093 
| a 


| 


{ 
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10. 


Based on the latest actuarial report as at December 31, 1982, the Public Service Superannuation 
Fund had unfunded liabilities as follows: 


1. An initial unfunded liability of $83 million, upon which an interest contribution of $7 
million is required to be credited annually in accordance with the Pension Benefits 


Act. 


2. Residual unfunded liabilities of $38 million which are required to be amortized by 
annual payments of $7 million until January 1, 1992. 


As at March 31, 1985, the Province had made all scheduled payments. 


An actuarial review of the Legislative Assembly Retirement Allowances Account as at March 
31, 1984, revealed a surplus of $777 thousand. 


. Contingent Liabilities 


1985 1984 

Obligations guaranteed by the Province: 
Debentures , bonds and notes Ontario Hydro ........ eee eres ee ee renee $13,430 $12,044 
Bank loans guaranteed 

Corporations and individuals through various 

QOVEINMENt PLOBLAMS 02.22.16, een sar en eesesannnten esses doesteersess 251 209 

Other guarantees 

Corporations! 225 280 Pay. ssce th ae ae toe tea he renee a 534 453 

Provincial crown agencies: <<... ee ead aaa seek pom che hse es tees 5) 5 


$14,220 _$12,711 


Claims against the Crown: 


There are four claims outstanding over $50 million each arising from legal action either in 
progress or threatened against the Crown in respect of breach of contract, damages to persons 
and property and like items. The likely cost to the Province, if any, cannot be determined 
because the outcome of these actions is uncertain. 


. Teachers’ Superannuation Fund 


Through budgetary expenditure, the Province makes annual payments matching teachers 
contributions to the Teachers’ Superannuation Fund. Further, the Province is committed t 
paying any deficiency in the Fund. The Fund is administered by the Teachers’ Superannuatiol 
Commission. Based on the latest actuarial report as at December 31, 1981, the Teachers 
Superannuation Fund had unfunded liabilities as follows: 


1. An initial unfunded liability of $328 million upon which an interest contribution of $2. 
million is required to be credited annually in accordance with the Pension Benefit 
Act. 


2. Residual unfunded liabilities of $105 million which are required to be amortized b 
annual payments of $16 million until December 31, 1990. 


As at March 31, 1985, the Province had made all scheduled payments. 


Change in Accounting Policy 


As described in the Summary of Significant Accounting Policies , a change in accounting poli¢ 
on foreign currency translation took place during 1984-85. This reflects changes which ha\ 
occurred in the relationship among currencies over time and is intended to produce a mo 
representative value of the assets and liabilities at the statement date. This change does 0 


| | was presented by the Treasurer of Ontario to the 


EXHIBITS Pay | 


significantly impact on the operations. 
restated to correspond with this policy. 





Previous year’s balances and transactions have been 


11. Budget Figures 


The comparative budget figures in the financial statements are from 1984 Ontario Budget which 


Legislative Assembly on May 15, 1984. 
The Contingency Fund budget fi 
provision for the cost of salary an 
year. These revisions when paid 





gure in the Statement of Budgetary Expenditure represents a 
d employee benefit revisions likely to be approved in the fiscal 
, however, are charged to each ministry’s appropriations. 


| 12. Comparative Figures 


judgetary expenditure, non-budgetary transactions, 


The 1984 comparative figures have been reclas 


sified where necessary to conform with the 1985 
financial statement presentation. 


| PROVINCIAL AUDITOR’S OPINION 


| I have examined the statement of financial position of the Province of Ontario as at March 


} 


iH, 1985 and the statements of consolidated revenue fund transactions, budgetary revenue, 
debt transactions and Ontario Hydro 
fansactions for the year then ended. My examination was made in accordance with generally 


ecepted auditing standards, and accordingly included such tests and other procedures as I 
onsidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial position of the 
Tovince as at March 31, 1985 and the results of its operations and the changes in its financial 
Osition for the year then ended in accordance with the stated accounting policies set out in the 
ummary of Significant Accounting Policies on page 1-2 of Volume 1 of the Public Accounts. 
urther, in my opinion such policies, except for the change in accounting for foreign currency 
anslation as described in the Summary of Significant Accounting Policies and note 10, have been 
dplied on a basis consistent with that of the preceding year. 


In accordance with section 12 of the Audit Act, a report will be made to the Speaker of the 
egislative Assembly. 


: Dy a Mee 1 tee ee 


| DF Archer, POCA. 
ronto, August 30, 1985. Provincial Auditor. 


\ 
| 
| } 
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EXHIBIT 3 
MANAGEMENT BOARD ORDERS 


Amounts Authorized and Expended Thereunder 
Year Ended March 31, 1985 


Be a yt A eee ee ee 


Date of Ministry 
Order Program and Activity Authorized Expended 
$ $ 
Ministry of Agriculture and Food 
Ministry Administration Program 
Mar. 18, 1985 Financial and Office Services ............sese sees 269 ,900 246,14, 
Mar. 18, 1985 Personnel ServiCeS .......-.scceceeececeeeeceeceeees 101,000 62, 7k 
Mar. 18, 1985 Information ServiceS ........ eee e cece ee ee eee eens 412,100 379 ,33¢ 
Agricultural Marketing and Development 
Program 
Mar. 12,1985 Marketing and Sector Support Payments ....... 7 500 ,000 7 ,500 ,00! 
Mar. 18,1985 Marketing and Sector Support Payments ....... 1,201,900 325 GF 
Mar. 18, 1985 Foodland Ontario Promotion ..........--.+ss++++: 250,000 189,38: 
Mar. 18, 1985 Quality Standards ........ : haere 866,100 830,44 
Mar. 18, 1985 Land Preservation and Peoreercat as neta 175,000 — 
Agricultural Technology and Field Services 
Program 
Mar. 18, 1985 Colleges of Agricultural Technology — 
Education and Research ..............2seeeeeee 960,100 903 ,64 
Mar. 18,1985 | Ontario Agricultural Museum and Other 
Educationas<c. enue ee ee eee 537 ,800 346 ,70 
Mar. 18, 1985 Horticultural Research Institute of Ontario, 
Other Research and Energy Programs ....... 815,100 335,45 
Mar. 18, 1985 Advisory Services .........0201:seesesrecerteneceees 2,544,800 1 765902 
15 ,633 ,800 12,884 ,4€ 
Ministry of the Attorney General 
Law Officer of the Crown Program 
Mar. 12,1985 Attorney General ..............-.:seee ee eeee rere eee 26 ,000 26 ,0( 
Apr. 15,1985 Attorney General .............sseeeseeereeeeeeeeeees 25 ,000 18,6: 
Mar. 12,1985 Policy Development ........-....-.:s:eeeeterereee 195,000 15252 
Nov. 20,1984 Royal Commissions .......-...s:s:sseereeeeeeeeees 601,000 601,01 
Feb. 26,1985 Royal Commissions ........-..-::seeeseee rene rene 872,000 677,3 
Mar. 12, 1985 Countermeasures Program — 
Drinking/DiiVing cos cee escecusclere-sne co tenencee 757 ,000 717 
Administrative Services Program 
Mar. 12,1985 Financial Services .2.ness. cies acveneo asters nen ees 50,000 50,0 
Apr. 15,1985 Financial Services ..........-.s:sseeseereeees serene 110,000 110,0 
Mar. 12,1985 | Personnel Services 2... .0.0::20.enrecreeccesnen ss 155,000 115m 
Mar. 12,1985 Information Services ..........:.:eeeseeeeeeeeeee es 325 ,000 325 ,0 
Apr. 15,1985 Information Services .........-...:sseeeetrereeee 45,000 44,9 
Mar. 12, 1985 Analysis and Planning .........-..s:ssseeeeeeeeees 20,000 —_— 
Apretonl9s5 Analysis and Planning ............:+:ssseeeeeeeeee 5 ,000 —_ 
Marii123-1985" “Audit Services 9 ets eer ere ee 65,000 49,7 














EXHIBITS 


Ministry 
Program and Activity 


Expended 
| 


| 

Mar 
Mar 
Mar 


j 
Mar. 
Mar. 
Mar. 


Mar. 
Mar. 
Mar. 
Mar. 


| 


ar. 


| 


Mar. 


: 


eZ. 1985 
mz, 1985 
2; 1985 


12, 1985 
12, 1985 
12, 1985 


12, 1985 
W2, 1985 
12, 1985 
12, 1985 


12, 1985 
12, 1985 


26, 1985 
B12, 1985 
26, 1985 


5, 1985 


. 26, 1985 
. 26, 1985 


18, 1984 


B26, 1985 


5, 1985 


- 18, 1984 


D, 1985 
5, 1985 


5, 1985 


. 26, 1985 


- 18, 1984 
. 26, 1985 


Ministry of the Attorney General (cont’d) 


Guardian and Trustee Services Program 
Official Guardian 
Public Trustee 


Fecha eae waste? Felleiiais te 26 i6..0 he ie ele tel-eie.celtevatele tite teers 
Cgedee ae te nel RONAN NENG elle Kaas erate tate tele hale'eavals lel Rabies 


RC SOTO CAC ab CuO aC aC MrT SEAT TS 


Pepe sr Sieh ereheie)el shel sire slic léharel ei'eheteleel ale 
PO PO EC OE NORE CON MOR CHERT CHEN RChE RICE 


SS Fe SFU euelteleiera: ee) .4\'s,01%)16,/07 6) py. eiedele 


EtogratieAdininistration. «.1s./...00 eee 
Supreme Court of Ontario 
County and District Courts 
Sec al@OULISMe ee ete ee FNS a MU) 
Administrative Tribunals Program 
Criminal Injuries Compensation Board ......... 
The Metropolitan Police Force Complaints 
Projects, 2? ; 


CAP eis Deileie\shie,lelere| ie oie Taalelteenavereile 


CCE COUR ROT he eaten it eet Era 


Cabinet Office 


Cabinet Office Program 
Main Office 


BER IY SEC OATS TTA OC) Orne it art UNCC a Osa may CCE ECCS 
SLO RSTSOR Te e/.8 14101018 Taree) 0/1618) \@\6] (@ (0) (96) \0/0/10%8\\e\6: Lei si.01 > © e.e shee 


Ce 


Ministry of Citizenship and Culture 


Ministry Administration Program 
Main Office 
Supply and Office Services ..............0.0e0eee 
Ra sisand Planning ys scviccvsys, seen a ena 
Legal Services 
Legal Services .... eee eee 

Heritage Conservation Program 
Archives 

Arts Support Program 
Cultural Development and Institutions 
Cultural Development and Institutions 
Ont omscienee, Centre yagi, 24 east vaitenns vases 

Citizenship and Multicultural Support Program 
Citizenship Development 
Special Services for Native Peoples ............. 

Libraries and Community Information Program 
Library Services 
COLTTECTUTE RY HY (OT) 06110) | nae CREE ear 


eee ercece 
COP Oe meee rere reese sere sees neeseeeseose 


ee 
ee 


ee 
ee 


eee eer ene 


Core ererecerescre ores esnereerres ee 














Authorized 

$ $ 
140,000 124,763 
230,000 67,202 

17 ,000 3,063 
1,950,000 1,338 ,649 

200 ,000 141,184 

35 000 oe 
750,000 415,141 
570,000 424,114 

27175, 000 1,875,238 
6,740,000 5 649 394 

205 ,000 178 652 

100 ,000 72,299 
16,363,000 13,178 ,267 
13,900 nea 
30,000 ae! 
5,000 * 

48 ,900 => 
141,500 138 ,498 
196,800 113,889 

4,000 Ee 

66,000 66,000 
17,000 15,952 
195,200 146 ,333 
3,123,900 3,123,900 
2,139,300 2,098 ,528 
584,300 582,516 
777 ,600 771,814 
25,300 18,731 
1,376,600 1,374,640 

32,000 28,123 
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ee SS eee 


Date of 
Order 


DEC: 


Apr. 


Feb. 


Dec. 


Apr. 


Apr. 
Apr. 
Apr. 
Apr. 
Apr. 
Mar. 
Mar. 


July 


Apr. 
Mar. 
Mar. 
Apr. 
Apr. 
Mar. 


Mar. 
Feb. 
Mar. 
Mar. 
Mar. 


Program and Activity Authorized Expended 
ee a eee 
$ $ 
Ministry of Citizenship and Culture (cont’d) 
Capital Support and Regional Services Program 
Community Facilities .............:++++++: 3 338 ,700 3,025 ,274 
Regional ServiceS ......-.-.-c+eseerersennmesersceds 644 ,000 642 ,326 
12,662,200 12,145 ,92; 
Ministry of Colleges and Universities 
University Support Program 
Provincial Support for Universities .........-.+- 218,900 76,93: 
Skills Development Program 
Ontario Council of Regents ..........::+seeeeeees 161,500 143 ,38: 
College Relations CommissiOns wan oe ee 28,000 23,78 
Student Affairs Program 
Student Support .........:.cseeeeeseeeenee ene eeee es 348 ,200 — 
756 ,600 244,10 
Ministry of Community and Social Services 
Ministry Administration Program 
Financial Services. .... css. issts +49 cur epee 211,600 63,16 
Supply and Office Services ........:::+eseeseeeee 40,800 31,21 
Personnel Services ....c..es0ces cesses aesenmnpesion ae 164,900 1335 
Legal ServiCeS 2)... ccse-s0+. 51-3. se neue st ert senna 66 ,000 65,93 
AUidit SCEVICES ccc. cccek cree tire ban wr oop an toe 185,900 166,14 
Systems Development SarVviCes fe noe es 1,294,900 1,286 ,22 
Social Assistance Review Board ...........-+++ 313,900 221,68 
Experience °84 .......cscssecesessereeeecree cessor es 35 ,000 — 
Adults’ and Children’s Services Program 
Policy and Program Development .........-...-. 258 ,600 204,3: 
Field Administration: :..s1 22 eae = 549,100 505 ,3: 
Income Maintenance: 4 s.<s0s.<4--22> 55s essesen 64,625,100 61,184,3: 
Adults’ Social. Services "....0-¢.c.eneneey oe ee 13,555 ,600 9 518 ,2( 
Children’s Social’ ServiceS: ca:1.6c507- eee 10,940 ,600 7327 
Developmental Services — Adults and 
Child rey Sacssoicc tcp e eee see ee es 16,832,500 14,602,7! 
109,074,500 95,310,8' 
Ministry of Consumer and Commercial Relations 
Ministry Administration Program 
Main- Office...) ss. v<asaneeanccens nos mpaaeroiaas 348 ,000 346,9 
Financial ServiceS ..........ssceeecceceteceneeetenes 618 ,000 608 ,5 
Supplies and Office Services ............:::::10e 45,100 44,0 
Personnel ServiceS ..........secececseceeeeneseenes 37 ,800 = 
Information Services” ..5.....:<.--semsansemacaienure 8 ,300 = 
Analysis and Planning ..........--.:sesseseeeeeee es 166,400 1575! 


Jan. 


262198) 


11, 1984 


1, 1985 


12 31985 
4, 1984 


1, 1985 


26, 1985 
19, 1985 
ae obs. 
26, 1985 
26, 1985 
22, AOS 


Ministry 
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Ministry 
Program and Activity 


250 


» 26, 1985 
. 26, 1985 
. 26, 1985 
B26, 1985 
#26, 1985 


26, 1985 
626, 1985 
» 26, 1985 
726, 1985 


8, 1985 


. 26, 1985 
m26, 1985 


A260, 1985 


>, 1985 


, 26, 1985 
. 26, 1985 


. 26, 1985 
B20, 1985 


. 26, 1985 


. 18, 1985 
Tar. 
lar, 
lar. 18, 1985 
far. 
lar. 
lar. 


18, 1985 
18, 1985 


18, 1985 
18, 1985 
18, 1985 


. 18, 1985 
. 18, 1985 
- 18, 1985 
- 18, 1985 


B18, 1985 


Ministry of Consumer and Commercial Relations (cont’d) 


Commercial Standards Program 
Securities 


2 ED) BOIL SOLS ASG OR EMC IS UHI TOT HME EPEC OMT AC HRC HRY 
RBS CS ACTORS ORS CHOICUCRR CONT fe CsCHCR eC LORIE PP ee 
DESI OR TICS TIS Ia SOM Le HCN TM DPCM NY Hee 


Pg PIT TAS OI MORE ROLES BEC ROMY CHORE TCR NOR ACCME er ia ie 


Pressure Vessels Safety 

Pelee OMe VICE Seen kage Me he eed, 

FIUGIG STIG As C06 oe ee 

Upholstered and Stuffed Articles ................ 
Public Entertainment Standards Program 

Regulation of Horse Racing ...............0...05. 

Regulation of Horse Racing .............06c00000. 

Theatres , Lotteries and Athletics 

“ADL TTISSSIG} A orth BAUR Tete 

Property Rights Program 

Riera Administration \., .fe.0ssceseers.b. ocav0% 

Real Property Registration .....................05. 

eeealland Surveyestandards: ...0:.....s.c0..00i 0s, 

Personal Property Registration ................... 
Registrar General Program 

Registrar General 
Liquor Licence Program 

Liquor Licence Board of Ontario ................ 
Residential Tenancy Program 

Residential Tenancy Commission 


Sie les \eas ere lene nib) eile. ia’e: © 'pi.e716'.0.(e, 8i,8,c878 


CoCo ee eee eee mr eres eereereoerreseresess 


ee 


Ministry of Correctional Services 


Ministry Administration Program 
Main Office 
PCIE SCV ICOR St cts Gad cece eesaoeng soci oean ids 
pupply.and Office Services: ........5¢0cseqeeeeyes 
Personnel Services 
Information Services 
Pale siseaG MANNING hie neacs sioagsaustseh ome 
OMTAMO RB Oar OL PAlOle Vai dc canrepas sana canvas 

Institutional Program 
Program Administration 
Care, Jreatment and [raining «....:.::::+.:++9--- 
Institutional Program Support Services ......... 
Institutional Staff Training 

Community Program 
Probation and Parole Services 


@ ete sellele «a; leh aig 
SOOO ee ee eee eee rere reer ee eo re re eeereneee 


CC 


Ce 


see eeeee 


se ee er errr er eeee 











Authorized 
$ $ 
181,700 181,630 
41,400 40,823 
1,817,800 498 443 
93,500 ee 
849 400 775,88 1 
131,200 87 ,209 
291,300 290 ,686 
446 ,600 439 867 
5,900 oe 
2,313,800 2,313,800 
155,000 126 ,886 
104,900 66 ,220 
675 ,900 606 ,044 
2,400 ,500 2 367 ,014 
62,500 58 ,770 
340,100 319,094 
69,700 20 ,392 
74,500 31,470 
2,400 1,835 
11,281,700 9 382,740 
95 ,500 41,895 
347 ,300 296,160 
182,200 150,626 
147,200 101,648 
15,600 — 
155,300 ri1.33% 
353 ,400 268 ,265 
238 ,500 232,790 
14,862,900 14,829,737 
414,600 410,546 
8 000 3,805 
1,419,100 1,358 ,923 
18 ,239 ,600 17,805 ,726 
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SSS. 


Date of 
Order 


eee 


Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 


Dec: 
Mar. 
Feb. 
Apr. 
Apr. 
Dec 
Mar. 


Mar. 


Apr. 
Apr. 
Apr. 


Mar. 


Apr. 


Apr. 
Apr. 


Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 


Nov. 
Mar. 


Sealve> 
261955 
26, 1985 
206, 1985 
20301985 
26.193) 


18, 1984 
ID IS5 
[285 
P1985 
IeeLOS5 
18, 1984 
121985 


a2 1985 


Deel OS 
1, 1985 
1, 1985 


125.1985 
De, LOSS 


I 1955 
15. 1985 


12, 1985 
18, 1985 
18, 1985 
18, 1985 
18, 1985 
18, 1985 


27, 1984 
18, 1985 


Ministry 


Program and Activity Authorized 


Expended 














$ $ 
Ministry of Education 
Ministry Administration Program 
MaincOtfice tate rca ge oe mettre 246 ,000 199 724 
Supply and Office Services . 356 ,700 347 ,878 
Personnel Services n eee eee eer 155,600 —_ 
Information Services: -42h-22s ee eee 275 ,800 275 uo 
Legal Services <1 ..icnas eee cen eres rer 3 300 3 036 
AUCit. SEL VICES: waar Re ee ee re ree 14,300 9,514 
Education Program 
Program Administration . xs 1,444,200 1,057,851 
Blind, Deaf and Demonstration enous ee 1,642 ,900 1 ,640 ,088 
Education Technology —2eete.mccacrtee ss weer 1,142,000 1,142,000 
Education Technology s1.-....0-5 rere er 84 600 65,186 
Correspondence Education ...............s:sse00 183,100 182,197 
Curricultny oooh eee ccc ee eee re 1,045 ,000 932,635 
Curriculury.4 9.020 ewer ened creer oie 479 ,300 
Services to Education Program 
Education Relations Commission ............... 1135200 1119 
7,186 ,000 5,967,141 
Ministry of Energy 
Ministry Administration Program 
Main" Offi Cee oo a ec see ee ora 51,200 1033 
Administrative Services: 9.1 2e-beweren fs rece 519,400 490 ,53( 
EXperience 84. x0) se ee terge csc eser ot eens 31,000 215691 
Conventional Energy Program 
Program Developine nt ween. ae 137 ,300 124,48! 
Energy Conservation Program 
Buildings: (eee a ot ee gee 400 ,000 165 ,25¢ 
Regulatory Affairs Program 
Program Administration -2.,, sen 393 ,300 186,55: 
Natural Gas Regulation ane vse ances eerie 142,700 138 ,13( 
1,674,900 1, 136,96. 
Ministry of the Environment 
Ministry Administration Program 
Mains Office cc ck eee ee ee eee 159,000 127,91 
Financial Setvices.oc6 de eereccueces ees 28 ,500 10,87 
Supply and Office Services ...........:1:s0eee0e8 152,000 110,59 
Information Services: 470... -ecree ee es 91,800 87,49 
Audit:Services::.tvtein teary ane 46,200 17,79 
Systems Development Services .............66+++ 169,100 168,65 
Environmental Planning Program 
Program Administration, .c%.4:00- 32a 124,500 89,6 
Water RESOUICES® Laces to einen are 834,000 833 ,24 
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a 
Date of Ministry 
Order Program and Activity Authorized Expended 
$ $ 
Ministry of the Environment (cont’d) 
Environmental Control Program 
far. 18, 1985 ICG O TENTS nad ee a ee nee, mee 1,076,000 964,675 
Tar. 18,1985 — Environmental Approvals and Technical 
SUIS TO Son chac outa nna ere ae een ee 1,387 ,600 1,365 ,690 
} Utility Planning and Operations Program 
Tar. 12, 1985 Capital Financing and Revenue .................. 202 ,000 150 ,464 
pr. 15, 1985 ProjecEENGineering © s20ks fe. os ccs oo. 26,170,600 25 ,463 ,628 
ct. 2,1984 Ontario Waste Management Corporation ...... 7,000 ,000 7,000 ,000 
- 12,1985 Ontario Waste Management Corporation ...... 2,200 ,000 2,199 859 
39,641 ,300 38,590,579 
Ministry of Government Services 
Ministry Administration Program 
1, 1985 Supply anciOtlices services acre 36 ,000 PIe7935 
fal emer Ce als Ser Vices eran fiat koe Paci tN ee 29,100 24 889 
fn. 29,1985 Information Services .....0-- ess 123 800 123,800 
fer 75D SeeDIOTMALONESCTVICES a. oc...63+seesserendvivesvee 37 ,300 25,918 
ipa oe EECISONMNE] Services sess)! (.. 6. Sete. 2eie.c te 22.300 20,954 
Accommodation Program 
11,1985 Program Administration ..... 73,200 — 
ec. 11,1984 Advisory Services ......... 350,000 350,000 
1, 1985 PRONASOLVEOCTVICES Meena tne acieit oe. cote 121,300 70,622 
. 26, 1985 Capital: Consttuctionssi: 5.4: ee ee 1,150,000 1,150,000 
1, 1985 apical -CONSstmiiictionsaate tee tt eke: 1,300 ,000 1,263 ,648 
1, 1985 Repairs , Operation and Maintenance ........... 4,136,900 4,095 ,502 
Human Resource Services Program - 
1985 Progiam: Administration eset. cc ss..s svete 24 ,000 15,0 
1, 1985 Employee Health and Advisory Services ....... 17,500 es 
1,1985 Employee Benefits and Data Services .......... 505 ,000 474,78 
Corporate Services Program 
1,1985 Government Information Services ............... 375,400 Ns 
Bm OS SPECICNCTAal SETVICES! (eels WSss ec crcstesacetontseedee’ 118,200 ; 
Real Property Program 
ES) ei Proctam Administration ys west < go decacieen sine sen ers pip ee 
el 55) eeeal Property Management .....--.....-...-.00.9: 16, 
8,501,100 7,923 ,055 
Ministry of Health 
Ministry Administration Program raters 517.497 
fm 15, 1985 Financial Services ...... seeeneeeneenneeeneseeneen : aya 554.071 
B15, 1985 Supply and Office SELrViCeS® wckeces cacsekes uate Cet ee 
Med, 1985 Personnel Services .......00.-s.s+.nnenesincreas orton a ed 
T. 15,1985 Analysis and Planning ..........--..ss-+s1reessee see 04.345 
m15, 1985 TOA CL VICES 8 sente us bain sac Op. lermnin a 05's ooh sree 
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ee eee SS eee 
 — 
Date of Ministry 
Order Program and Activity Authorized Expended 
ee a a re 
$ $ 
Ministry of Health (cont'd) 
Institutional Health Program 
Apter, 1985 Institutional: CaresServiceSane cacao ae car aroes: 47 ,213,800 47 ,213,800 
Apr. 15, 1985 Institutional Care Services 2..40) 0s oe 12,017,000 11,381,568 
Apt fon 985 Laboratory Serviceser tactiacscsctencawemnetncae: 616,000 553 Ga 
Public and Mental Health Program 
Apr. 15,1985 Program Administration .............:.:.ssseeeee 3 000 — 
Apr. “1, 1985  MentalsHealthy (c1ccececiatareraeee stoners aera 23,074,300 22,383 sae 
Health Insurance Program 
Apr. 15,1985 Health Insurance and Benefits ................... 41,568 ,000 41,131,391 
125,985,100 123,884,06: 
Ministry of Industry and Trade 
Ministry Administration Program 
Apr. 1, 1985 Financial eServices :..230,0.0 2s eee ee 40 ,000 — 
Apr, ol ,-1985 Supplyand-Office:Services £3. usneegues oe 131,000 112,26. 
Apt. cl, 1985) peRersonnel Servicesit tare eet te ease oes 50,200 11,90: 
Mar 226, 1985: sleeal Services .oncctenn oe ene re ee 00 44 42! 
Industry Program 
Mar. 26, 1985 IndustrialInvestmient- 9.25... eee 220,000 220,001 
Apt. 15.198) Industrial Investment: <7. 40. oo ee 50,000 26,09: 
Apt: 1.31985 Domestic: Ofices, vere secs ese ee eee 390 ,000 292,12: 
Trade Program 
Apr. 1, 1985 International’ Marketing ees. vaceeeceet es 1,090,000 593,67 
Apr. 1, 1985 Ontario International Corporation ............... 128 ,000 79 59 
Apt oud al985 Intemational Offices™ ita seine eee ee 520 ,000 395,85 
Ontario Development Corporations Program 
Mar. 26, 1985 Ontario Development Corporation ........ 1,199,500 1,199,50 
Apr. 1, 1985 Ontario Development Corporation .............. 3,735 ,000 3 ,232e 
Mar. 26,1985 Northem Ontario Development Corporation " 37 ,300 —= 
Innovation and Technology Program 
Apr. 1, 1985 Innovation and Technology Development ..... 110,000 = 
737983200 6,207 ,65 
Ministry of Intergovernmental Affairs 
Intergovernmental Relations Program 
Nov...27, 1984. = International Relationsiesess:.. ane eee 810,000 810,00 
Mar: 18,1985 “International Relationse 3.9 140,400 1113 
Oct=1621984- “ProtocolsSenvices - s.0.t00e ee eee 1,376,100 376,10 
Jan. 22,7985: . Protocol Setvicese... sere ee eee 209 ,600 209,60 
Feb. 26, 1985: Protocol’ Services a, 45,000 45,00 
Mar. 18, 1985 Protocol S@rvices : ccc ..se5 see a eee ee 222,600 187,95 
Apr. 15, 1985 Protocol Services... ciesevssaweae tome ee eee 12,700 = 
French Language Services and Franco-Ontarian 
Affairs Program 
Mar. 18,1985 Council for Franco-Ontarian Affairs ............ 21,400 2,70 





2,837 ,800 


2,743,27 











Date of 
‘Order 
| 
Apr. 1, 1985 
Var. 26, 1985 
Mar. 26, 1985 
Feb. 19, 1985 
feb. 19, 1985 
Apr. 1, 1985 
mee. 61, 1985 
Mar. 26, 1985 
Wer. 1, 1985 
Mar. 26, 1985 
| 
‘pr. 1, 1985 
Apr. 1, 1985 
Apr. 1, 1985 
apr. 1, 1985 
Mar. 26, 1985 
ipr. 1, 1985 
2b. 5, 1985 
lar. 26, 1985 
pr. 1, 1985 
Pr. 1, 1985 
ae 61, 1985 
lar. 12, 1985 
pr. 1, 1985 
pr. 1, 1985 
pr. 1, 1985 
1, 1985 





EXHIBITS 


Ministry 
Program and Activity 


Ministry of Labour 


Ministry Administration Program 


iA OSTEO 5 Goons i 
Financial Services ........ 


Supply and Office Services SS 


PE SUITS LSS a0 (Ce ee 
Information Services 
MS SO LVI CES ee eh 0 ti oes waislosetiis es NAS 
Systems Development Services 


CCP Co CeCe oe re ee cede secnsoreCcee 


eee eee roe reser oese 


Industrial Relations Program 


PLOSraMACMINIStTAUION ss. ..4..+ac+00dieeal yk 
Conciliation and Mediation Services ............ 


Labour Relations Board Program 


PabourRelations Board x4 oh eeeicescd nas cens. 


Occupational Health and Safety Program 


Provera AGMinistration® . «;..c2c5.seceus hore asks 
iidustrial Health and Safety 4:....0..2..0..s0iee: 
Mining Health'and-Safety .ci.06... 6.66. .00%sn 008 
Pee DalOnae Healt. rece cc ssa viyees spvvacoree 


Employment Standards Program 


Employment Standards. 6.02 sci. sche seepen seed eands 


Human Rights Commission Program 


Human Rights Commission 


eee e reese oe se cere revece 








Office of the Lieutenant Governor 


Office of the Lieutenant Governor Program 
Office of the Lieutenant Governor 


Management Board of Cabinet 


Government Personnel Services Program 


Etec AN OUACC SELVICES: 35) icant swonian os oepne 


Ministry of Municipal Affairs and Housing 


Ministry Administration Program 





IM Oven G) Hero a heii Ar eee See ee Oe 
Systems Development Services ............+++4+: 
Legal Services 
Ontario Buildings Services 
Ontario Buildings Services 


eo fe cael ee ein) 0.906. 898 ® 
Pe 


eceeeereeseereerere 


eee ee nore ere 
seer ee ee reeee 


Community Planning Program 


Program Administration 
Community Renewal 


cueeeneccse tens enes 


eoeeeceors ese 
eevee eesvrccesseee 


Community Housing Program 
Ontario Housing Corporation 


eeeeenre 
eoeoeeeseecs 


Authorized Expended 
$ $ 
81,700 30,631 
166,000 128,550 

571,900 538 ,272 
202,100 poet. 
105 ,000 OO a7 
50,100 41,951 
72,200 48 532 
173 ,400 160,348 
235 ,200 202,846 
481,600 481,505 
411,200 268 ,408 
193,500 140,784 
353,800 290,158 
202,800 196 ,886 
822,400 723 ,670 
87 ,300 — 
4,210,200 3 529 430 
45,000 35,447 
312,600 309 ,265 
168 ,000 163,216 
57,700 42 ,987 
30 ,000 si 
812,500 812,500 
320,600 83,360 
21,000 a 
4,375 ,000 4,344 485 
3,292 ,200 3,178,061 
9 ,077 ,000 8 ,624 ,609 
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Date of Ministry 
Order Program and Activity Authorized Expended 


a 


$ $ 

Ministry of Natural Resources 

Ministry Administration Program 
Jan.022.. 1985 Oe MamiOttice gece. se. ce eee eet ere 786,500 786,500 
Mar. 12, 1985 Main Offices wascees cues ene 1,174,800 1,174,800 
Apna, .L985 Main. Offices: dienes en tomcorance eer ee ree 110,400 110,400 
Apr. 22,1985 Maiti: Off Ce scarica oak Se ee 200 ,000 193 ,847 
Mar. 26, 1985 Persontiel ServiCeS -.ccccieacsunice cnn nee eee 144,000 143 ,625 
Mar. 18, 1985 Information: Services =. .ncclea tee ecaee ee ee 298 ,700 298 ,700 
ADGwee LW l9S) Information S€fViceS. 4.c6.:ee ee ne eeraeeey 160,000 159,727 
Apr. 1, 1985 Field Admuintstration 2... ssses.s ence 1,417,600 1,406 ,244 

Lands and Waters Program 
Apr. 1,1985 Conservation Authorities and Water 

Management 2.2.92. ca nnameoet er torinaetas.: 91,600 91,600 
Apr. 22,1985 Conservation Authorities and Water 
Management ns. .....0 ee ee eee 305 ,000 287 ,094 

Apr. 1, 1985 Aviation and Fire Management .................. 721,900 542,273 
July 10, 1984 “~ExtradFire Fighting: )ccnacrcc orn eee 2,000 ,000 2,000,000 
Oct# 2, 1984 Extra Pire-Pighting 2.22) eesnartionee nee ene 1,500,000 1,500,000 
Oct. 23, 1984 Extra, FiresRighting gccc.n eee eee ete 1,000,000 1,000 ,000 
Dec. 18; 1984 . Extra Fire*Fightine”..2...=..-). seer eee 1,000 ,000 981,914 
Apt. #1, 1985 “cand’Managementsn..40.... nies seee re ee 204 ,600 203,216 

Outdoor Recreation Program 
Apr. 1, 1985 Recreational Areas: on... ees: eee ees 621,300 620,448 
Apr» 1,.1985: sFishvand, Wildlifer Aa science neta ees 3,413,600 3,410,854 

Resource Products Program 
Mar. 12, 1985 Minerals Managements... 2..unee ern: ee ee 4 228 ,600 4,228 ,600 
Apr. 1,.1985 ~ MineralsManazement.... 35 ee 261,300 159,592 





19,639,900 19,299 ,434 





Ministry of Northern Affairs 


Ministry Administration Program 


Mar. 18, [985i Main" Oriice: fees ene res cere 15,000 =a 
Mar. 18,1985 —~Analysis‘and Planning’ >---s2.3....-.-- ---2 10,000 =a 
Mar. 18, 1985 ~~ Information*Servicesy-27- ee ee 20,000 17,212 
Mar. 18,1985 Financial and Administrative Services .......... 18 ,000 12,44: 
Northern Economic Development Program 
Mar. 18, 1985 ~ Prosram Administration’ ...--.0-.-.0.:-1-- 102,900 78 ,24: 
Northern Transportation Program 
Apr. 1, 1985 NorthernsROads e500 ene ee 757 ,000 638,81. 
Apr... 1, 1985 Rail and Fermy Services: 9771 eae es 396 ,000 396 ,001 
Apr. 15,1985 “ Railand Ferry Services «.0y-- 0 ae 110,000 109,56: 
Northem Community Services and Development 
Program 
Mar. 1851985 “Community Services’ 2.70.29 147,000 145,04 
Mar. 12,1985 |Community Development. ....:..:..-/5.---22:--- 1,000 ,000 1 000,00 
Apr. 1, 1985 ~ Community Development 1.....-.......%--2> 1,140,000 1,136,10. 


—$—$————— 
se 


3,715,900 3,533,41 


—— 























20, 1985 
mL, 1985 
PL, 1985 


B18; 1985 
F 18, 1985 
mis, 1985 
. 18, 1985 
m8; 1985 


mas, 1985 
. 18, 1985 
lS, 1985 
. 18, 1985 
mis, 1985 
mis, 1985 


22, 1985 


26, 1985 
18, 1985 


#18, 1985 
. 18, 1985 
18, 1985 


B15, 1985 


ar. 12, 1985 
. 12, 1985 
. 12, 1985 
. 12, 1985 
ar. 12, 1985 
. 12, 1985 


Wee 12, 1985 


EXHIBITS 


Ministry 
Program and Activity 


Office of the Premier 


Office of the Premier Program 
Ollice olthevPremicri. 0... 
Office of the Premier ....... 
Office of the Premier 


Sievietelis/a' als) eres /eikeieeje ele (le) 0) 0) eiérete -ore 


Ministry of Revenue 


Ministry Administration Program 
Legal Services 
NUCILE OCI VICES MNS Oh caer eC teres sm bel beees 
Suppry and Ottice- Services 0) eee. 
Gommunications Services <..ces7a salt greens 
Systems Development Services .................. 

Tax Revenue and Grants Program 
Program Administration 
MAK@ ee PPC alsa coring say on iiecodsed eae ey 
Special Investigations 
axaviOne alas entre aici. Om Seem she hent +, ceo 
Corporations Tax and Other Taxes ........... 
Retail Sales Tax and Other Taxes 
Guaranteed Income and Tax Grants ............. 
Guaranteed Income and Tax Grants ............. 
Guaranteed Income and Tax Grants ............. 

Property Assessment Program 
massessment-Ficld-Operati ons vatawntauciars wotteie 
Speciale Properties) oer vse vo deex es 
Data Services and Development .... 


PSUS 01 61,6110) \¢elle (956) (0'w 108: 6).0/(6' 6.6010: 81 6!6- 6118.16" 10.'9) nee; 616-8) 6 


eee eee ree eee oe secre se oreo e 


Come e er ee ee ee eee eee sore ee eee 


er) 


Social Development Policy 


Social Development Policy Program 
Social Development Services 


Ministry of the Solicitor General 


Ministry Administration Program 
NATROL ICE Eerie aha cae es geet aie nae. 
PAGAN CIA SELVICES ace cise ki ccc nana cwinwag a stains sees 
Personnel Services 
Information Services 
Analysis and Planning .......-..-:-ssssseeerrree 
Audit Services 
Public Safety Program 
Centre of Forensic Sciences 


ciel ait: olelexe wie ¢)a sey e 6:44 
eo ee reer rere 


oe as arelieis) 69) me 58) #16278) e 


eieie ete 16 4010916) 6-0)d110,\0) 18) 6.0) 60) 60,818 


eeovceseeeee® 


Authorized 


i ee 
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Expended 




















$ $ 
118,000 118,000 
171,800 171,800 
70,600 62,316 
360,400 352,116 
44 500 41,317 
84,000 40,855 
211,900 180,785 
60,800 52,239 
244,800 aie 
25,800 12,814 
56,700 34,194 
37 ,600 ir 
242,600 10,204 
286,000 113,019 
766,500 393,173 
14,000,000 14,000,000 
5,000 ,000 3,422 583 
263 ,800 
4,869,400 4,205 ,462 
164,600 124,525 
40,500 31,663 
26 399,500 22,662,833 
80,000 33,261 
323,000 207 ,833 
72,000 41,107 
80,000 — 
80,000 627 
90,000 60,517 
9 000 -— 
150,000 — 
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re nee nr rane ———eeEe—_ eee 


Ministry 
Program and Activity 


pe TT — 


Mar. 
Mar. 


Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 


Apr. 


Dec. 


Apr. 
Feb. 


Mar. 


Apr. 


Mar. 


Apr. 


Mar. 


Dec. 


Mar. 
Mar. 
Sept. 


Apr. 


Mar. 
Mar. 


Feb. 


Mar. 


Sept. 


Feb. 


Mar. 
Mar. 
Apr. 


125 
12, 


Was 
12 
iA 
eae 
12 
[23 


1985 
1985 


1985 
1985 
1985 
1985 


w19S) 


1985 


Ministry of the Solicitor General (cont’d) 


Policing Services Program 
Ontario Police College 


Ontario Police Arbitration Commission 


Ontario Provincial Police Program 
Office of the Commissioner 
Supply Division 
Field Operations Division .. 
Field Support Division 
Investigation Division 


Investigation Support Division ... 


ee 


eee eee 


ed 


ee 


Sole: (6) we) 8) 6) 4116) 6) O18; 


ee 


oe eee eee 


ee 


©) (belts ie here lie..e) 6) 0)0'6 (eile 10 


ey 


Seles isle, 6 = 04,0, 110,08 © 


ee 


Ministry of Tourism and Recreation 


Ministry Administration Program 


Corporate Advertising and Special Projects ... 


Tourism Development Program 
Program Administration 
Program Administration ......... 


ey 


Cit MS Wet ee OL ut 


Tourism Marketing Do cle Padbiacteve 


Tourism Marketing Development 

Tourism Marketing Development 
Parks and Attractions Program 

Huronia Historical Parks 


eee eee ewes 


Stelle) 618) #/10,'8) 66110): 6) © 0:6 


16, © Olle le. eee 8h. 6) we 6) 


ee 


Huronia Historical.Parks S74) oe 


Old Fort William 
Ontario Place Corporation 
St. Lawrence Parks Commission 
Resort Development 


a 06.6 610) 6. 00,60 0104.0 616 80 


ee 


ee ey 


fe) eee. 6/6 [ee ara @ 0)e 60: 6. 


a 0)6.4 1074. 0.6) 08) e101 610.418 


Ottawa/Toronto Convention Centres ............ 
Ottawa/Toronto Convention Centres ............ 
Recreation, Sports and Fitness Program 


Program Administration 


re 


Recreations ort sccm esc aoe eae 


Sports and Fitness 
Sports and Fitness 
Ministry Field Operations Program 
Ministry Field Operations 
Ministry Field Operations 
Ministry Field Operations 
Ministry Field Operations 
Ministry Field Operations 


s) 86) see 6 


« Ss) wea ones, 


eee e ew ae 


PRC NON ie te ar ett nT 


CR Sk MC Pe eat Te er er Ta 











Authorized Expended 
$ $ 
40 ,000 = 
3,000 856 
130,000 81,225 
2,449 ,000 2 ,366 ,097 
8 861,700 7,019,262 
70,000 = 
600,000 534,667 
1 000,000 987,185 
13,957,700 —:11, 299,376 
33 400 21,122 
105,000 105,000 
10,000 9,630 
1,300,000 1,300,000 
276 ,900 276 ,900 
315,500 315,497 
97 ,400 97,400 
17,100 13,370 
142,200 136 ,509 
2,500,000 2,500,000 
671,100 632,173 
151,600 148 ,393 
10,023,500 9 826,938 
736 ,500 = 
11,000 — 
180,900 154,055 
500,000 500,000 
110,900 103,162 
2,150,000 2,150,000 
1,251,400 1,251,400 
838 ,100 838 ,100 
30,000,000 30,000,000 
300,000 201,135 
51,722,500 50,580,784 











p18, 1985 
18, 1985 
£18, 1985 
& 18, 1985 
5 18, 1985 
. 18, 1985 
f18, 1985 


P 18, 1985 


B18, 1985 


5, 1985 


F 18, 1985 
B18, 1985 


D, 198) 
98) 
O55 
1, 1985 


B15, 1985 


D198) 


D5 1985 


. 20, 1984 
B18, 1985 


218, 1985 


>, 19385 


618, 1985 
B15, 1985 
m15, 1985 


1985 


#18, 1985 


5, 1985 


18, 1985 
. 20, 1984 


EXHIBITS 


Ministry 
Program and Activity 


Ministry of Transportation and 
Communications 


Ministry Administration Program 
Main Office 


RAO OTS 5CY SSS) SSNS Ye! 6.0), 816 6) 6 OFE76 O04? win) Sle [6/0)(6's\\e's: ala eee iste 
SR UNOL © /e) 6s! $1 ¥i,0! 0) 010) 6 9:6) et 9. 6)4) 018! 8.6, Bip ele ¢. 4 wets. 
WN CF a0) oie 6) 8), 810. 0) @\'4)/e) 9118) 61 -61/61.0.0\ a ele.80'6)-6 © ee, de ee é 10 ece 


Ce ee 


Supply and Office Services 

NUSTIS STBY CO Ue 

PNOUMTALONSELVICES « 550i). .WEe cade oe ae 
Policy Planning and Research Program 

PReSOAE CIE 2 OMe cs 17 semen ME Jah Nt oaks tht 
Safety and Regulation Program 

Program Administration 

PCAES 1) a ea Melon ad Anos Ar euikawie iudern ise EM. 

LAS STARTS AA ee ae 

Examination, Inspection and Enforcement ..... 
Provincial Highways Program 

Rie cam AGMINISITAllON 0/56. csc ce comes sh owen ewan 

PO EM eee et oh a tie G8 hs ON USE 5 

BVP ATIIGC ATL CO MMM OY Oise os Ocul C gown ie tease oud 

MYA A TICS MM ices tera sae rakias Set bea Ue hala 

NICIRTCTIAN COMP rere tet, «sah ac re een ias waacia 
Provincial Transit Program 

GO Advanced Light Rail Transit Project ....... 
Provincial Transportation Program 

eine Rear eset Pes Miele ashy Sas ve onan,te « 


Seem eee ere ree ee eeereeeve 


Ce 


Municipal Roads Program 
Program Administration 
Capital, Construction and Maintenance ........ 

Municipal Transit Program 
Program Administration 
PS ita ANC CONSULUCION :c5.6 0 osu. 55 co oaawen seine s 
Ee a ONS Mee eee ene oie on phen fis eis 4a sie 

Communications Program 
Program Administration 
Program Administration 
Pee AON re ee Nese gs chelates vive e iy So sirtce's oe838 
IC SEEEL EH L601 Nae eh heals me So net Gene aac 
Capital and Construction ..............eeeeeeeee ees 


eee eee seer or se reer seers ee 


ee ee ee oe ogee ere ee es eeeenee 


eee eeeee 
oJei(s! 0) ¢ em asian a0 eee en) 0) 88 et 


eee reer ene 
oor ee ee sore reeeenee 


Authorized 
SSS LC LL LLCS nner 
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HH 


Expended 





$ $ 
403,000 401,067 
1,520,500 1,019,997 
397 ,600 296 676 
673,100 640,312 
229 ,000 128,147 
157,900 157,164 
38 ,000 a 
333,400 332,579 
25,600 ss 
4,585,800 4,585,800 
270,900 263 534 
555,900 51,056 
1,928 ,400 1,923,038 
2,959,300 1,852,942 
6,139,300 6,139,300 
6,450,000 6,450,000 
2,700,000 2,698,159 
2,000,000 2,000,000 
155,200 a 
167,900 167,900 
80,700 79,172 
346 ,000 294,812 
1,853,000 550,008 
142,000 ae 
29,400,000 29,399,999 
5 600 ,000 5,599,983 
107,400 106 ,360 
103,800 a 
17,600 17,600 
46,100 17,946 
80,000 58,198 
69,467,400 65,231,749 
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Date of Ministry 
Order Program and Activity Authorized Expended 


$ $ 

Ministry of Treasury and Economics 

Ministry Administration Program 
Mar. 5, 1985 Financial Services. 2... ..<s. 5... dence a creereeder 52,600 45 ,930 
Mar. 5, 1985 Personnel SenviCes: sos .cstncucse ieee ise ee 39 000 — 
Maree 41985 Intofmation SeLVICES ...sacacess sce msenmeneemene 86,000 44 671 
Mar. 5, 1985 egal; Services 2a. acca e ose rs oue ane rt 21,500 13,806 
Mar. 5, 1985 IA TIGIt SCTVICES. «. cucacicat do iatina cls onsets se cc oeerentes 59,000 56,808 

Treasury Program 
Mar. 5, 1985 PETCASULY Stns oa. wanioe east) ar age 809 ,500 699,723 
Mar. 26, 1985 Teachers’ Superannuation Fund ...............+. 1,102,000 1,102,000 
Apreris 31985 Teachers’ Superannuation Fund ..............++. 300,000 275 28 
Apr. 15,1985 Superannuation Adjustment Fund — 

Teachers” Plan...) <.siceoesns pee oe eee 700 ,000 621,782 

Economic Policy Program 

Mar. 262 1985 © “Economic Policy=.27 2. .ense nner coce snr aaas 620 ,000 504,85. 





3,789 600 3 364,700 





Total Management Board Orders ..............-.--. 580,422,400  536,261,24( 
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EXHIBIT 4 





| STATUTORY APPROPRIATIONS 
| 


Amounts Provided and Expended Thereunder 
| Year Ended March 31, 1985 











Va 









































Ministry Payment 
Activity Classification Provided Expended 
! $ $ 
‘Ministry of Agriculture and Food 
Minister’ s Salary Expenditure 24,432 25,504 
Parliamentary Assistant’s Salary Expenditure 7,549 7,880 
Tile Drainage Debentures Loans 25 ,000 ,000 23 ,383 ,200 
Ontario Agricultural Museum Trust Fund Trust Account — 14,425 
Richard Blake Palmer Horticultural Trust Trust Account — 4 860 
Payment of Guarantees Expenditure 1,000 121,565 
Subsidy Payments to the Crop Insurance 
Fund Expenditure 23 000,000 21,087,822 
= == 
48 032,98 1 44,645 ,256 
Iffice of the Assembly 
Che Election Act Expenditure — D2 ST OT 
Jontribution to Legislative Assembly 
_ Retirement Allowances Account Expenditure 1,197,200 1,190,988 
Jntario Electoral Boundaries Commission Expenditure 287 ,600 191,459 
1,484,800 3 406,204 
Ministry of the Attorney General 
finister’s Salary Expenditure 24,432 we 
arliamentary Assistant’s Salary Expenditure 7,549 ie 
ayments under the Ministry of Treasury and 
Economics Act Expenditure 1,000 pie 
he Proceedings Against the Crown Act Expenditure 1,000 pena: 
llowances to Supreme Court Judges Expenditure 202,500 Ree ace 
dlowances to Judges Expenditure geil 
| 723,981 968 ,696 
linistry of Citizenship and Culture Ae 25.361 
linister’s Salary Expenditure 
ke , 7,549 6,757 
wliamentary Assistant’s Salary Expenditure 1.000 ‘000 825.000 
2orge R. Gardiner Museum of Ceramic Art Expenditure UUU, eri 
1,031,981 857,118 
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ee 


oe 
































Ministry Payment 
Activity Classification Provided Expended 
NN $F 
$ $ 
Ministry of Colleges and Universities 
The Private Vocational Schools Act Trust Account _— 45 ,000 
Queen Elizabeth II Ontario Scholarship Fund Trust Account 57 ,000 63 338 
57,000 108 ,353 
Ministry of Community and Social 
Services 
Minister’s Salary Expenditure 24,432 25 ,504 
Parliamentary Assistant’s Salary Expenditure 7,549 7,880 
Interprovincial Lotteries Trust Fund Trust Account 250,000 650,000 
Bequests and Scholarships Trust Account 5,345 
281,981 688 ,729 
Ministry of Consumer and Commercial 
Relations 
Minister’s Salary Expenditure 24,432 25,504 
Parliamentary Assistant’s Salary Expenditure 7,549 71 
Unclaimed Monies Trust Account — 325 
Payments from the Motor Vehicle Accident 
Claims Fund Trust Account 16,023 ,300 9,185,455 
Player Receivership Loan 239 442 
Security Bond Forfeitures: 
The Consumer Protection Act Trust Account 35 ame 
The Motor Vehicle Dealers Act Trust Account 160,918 
The Real Estate and Business Brokers Act Trust Account 451,500 204 ,039 
The Travel Industry Act Trust Account 334,494 
The Collection Agencies Act Trust Account a 
The Bailiffs Act Trust Account a 
Foreign Lands Deposit Trust Account — 123,890 
Contract Security Deposits — Athletics 
Commissioner Trust Account 42,000 1 700 
Personal Property Security Assurance Fund — Trust Account — 17,987 
Crown Contributions re Judges Plans Expenditure 15,000 2,632 
Fees under the Vital Statistics Act Expenditure 500 330 
16,564,281 10,339,473 
Ministry of Correctional Services 
Minister’s Salary Expenditure 24,432 25,504 
Bequests Trust Account 119 
24,432 25,623 








EXHIBITS 

SS nace 
Ministry Payment 

Activity Classification 
i 
Office of the Deputy Premier 
Minister's Salary Expenditure 
| Ministry of Education 
Minister’ s Salary Expenditure 
Parliamentary Assistant’s Salary Expenditure 


Bequests and Scholarships 
Ontario Education Association — Elementary 
Teachers Loan Fund 


Trust Account 


Trust Account 
| 





Ministry of Energy 


“Minister s Salary Expenditure 
2arliamentary Assistant’s Salary Expenditure 
| 

Ministry of the Environment 

‘Ainister’s Salary Expenditure 
arliamentary Assistant’s Salary Expenditure 


“nterprovincial Lotteries Trust Fund Trust Account 
-seserve Fund for Renewals , Replacements 
_ and Contingencies 

‘inking Fund for Recovery of the Cost of 


| _ Capital Assets 


Trust Account 


Trust Account 


| 
. 
i 
| 


finistry of Government Services 

Tinister’s Salary Expenditure 
arliamentary Assistant’s Salary Expenditure 
Tinisters’ Without Portfolio Salaries Expenditure 





ontract Security Deposits Trust Account 
ealty Services Trust Account Trust Account 
ffingham Park Expropriation Trust Account Trust Account 
overnment Stationery Account Expenditure 


linistry of Health 


linister’s Salary 
auliamentary Assistant’s Salary 


Expenditure 
Expenditure 
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Provided Expended 
$ $ 
24 ,432 25.504 
24,432 25 ,504 
7,549 713 
49 000 32.045 
rar 228 
80,981 65,290 
24 432 25 504 
7,549 7 880 
31,981 33 384 
24,432 25504 
7,549 g Ram te 
2,300,000 2,299,971 
— 1,262,181 
— 922,547 
2,331,981 AS17eh16 
24,432 25,504 
7,549 7 880 
24,536 12,806 
161,000 65 ,675 
= 379 ,58 | 
— 61,919 
1 000 63 ,692 
218,517 617,057 
24,432 25 ,504 
7,549 513 
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i 


Ministry 
Activity 


Payment 
Classification 


a 


Ministry of Health (cont’d) 
Interprovincial Lotteries Trust Fund 
Reserve for Outstanding Cheques 


Ministry of Industry and Trade 


Minister’s Salary 

Parliamentary Assistant’s Salary 

Minister Without Portfolio’s Salary 

Ontario Development Corporation 

Northern Ontario Development Corporation 
Eastern Ontario Development Corporation 


Ministry of Intergovernmental Affairs 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Justice Policy 
Minister’s Salary 


Ministry of Labour 


Minister’s Salary 

Parliamentary Assistant’s Salary 
Interprovincial Lotteries Trust Fund 
Mine Rescue Training 


Trust Account 
Trust Account 


Expenditure 

Expenditure 

Expenditure 
Loans 
Loans 
Loans 


Expenditure 
Expenditure 


Expenditure 


Expenditure 
Expenditure 
Trust Account 
Expenditure 


Employment Standards — Unclaimed Wages Trust Account 


Management Board of Cabinet 
Minister’s Salary 


Ministry of Municipal Affairs and Housing 


Minister’s Salary 
Parliamentary Assistant’s Salary 
Minister Without Portfolio’s Salary 


Expenditure 


Expenditure 
Expenditure 
Expenditure 






































Provided Expended 
$ $ 
3 ,000 ,000 2 ,000 ,000 
— 433,070 
Bin lon Geter 2 466 ,087 
24 432 25 504 
7,549 7,880 
— 1 824 
13,300,000 18 655 2a 
7,150,000 4 ,357 205 
7,150,000 3 ,966 ,85C 
27,631,981 27,014,475 
24,432 21,87) 
7,549 7 ,88( 
S10981 29,1) 
24,432 25,50: 
24,432 25,50 
7,549 T= 
1 200 ,000 1 ,200,00 
870,500 906,37 
ras 114,16 
2,102,481 2 253,54 
24,432 25,50 
24,432 25308 
7,549 7,51 
oe 1,82 
31,981 34 ,8¢ 





Ministry 
Activity 


‘Ministry of Natural Resources 
‘Minister’s Salary 

‘Parliamentary Assistant’s Salary 
‘Minister Without Portfolio’s Salary 
Contract Security Deposits 
Thomas Foster Trust Account 
Algonquin Forestry Authority 

| 


I 





Ministry of Northern Affairs 
Minister’s Salary 

Parliamentary Assistant’s Salary 
Minister Without Portfolio’s Salary 


f 





Mice of the Premier 
-remier’s Salary 
’arliamentary Assistant’s Salary 


| 


fice of the Provincial Auditor 
‘rovincial Auditor’s Salary © 


! 


Lesources Development Policy 
finister’s Salary 


linistry of Revenue 
linister’s Salary 
arliamentary Assistant’s Salary 


ontract Security Deposits — Retail Sales 


| Tax 
ocal Services Board Levy 
fovince of Ontario Savings Office 





Icial Development Policy 
inister’s Salary 
iliamentary Assistant’s Salary 





EXHIBITS 


Payment 
Classification 


Expenditure 
Expenditure 
Expenditure 
Trust Account 
Trust Account 
Loans 


Expenditure 
Expenditure 
Expenditure 


Expenditure 
Expenditure 


Expenditure 


Expenditure 


Expenditure 
Expenditure 


Trust Account 
Trust Account 
Expenditure 


Expenditure 
Expenditure 















































Provided Expended 
$ $ 
24 432 25,504 
7 549 7880 
ms 1,824 
1,275,000 1,214,919 
ri 1 ,024 
100,000 253.000 
1,406,981 1,504,151 
24,432 25,504 
7,549 FEBS) 
ae 1 824 
31,981 35.208 
34,813 36 .336 
7,549 9,003 
42 362 45 339 
72,800 77,182 
Dasa oe 25 504 
24 432 25 504 
7 549 GO 157 
= 14,424 
— 58,974 
6 309 ,000 6,800,656 
6,340,981 6,906,315 
24,432 25,504 
7,549 7,124 
32 628 
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Ministry 
Activity 


Payment 


Classification 


I 


Ministry of the Solicitor General 


Minister’s Salary 
Parliamentary Assistant’s Salary 


Payments under the Ministry of Treasury and 


Economics Act 
Hearings under the Police Act 


Ontario Police College Library Trust Fund 


Payments under the Police Act 


Ministry of Tourism and Recreation 


Minister’s Salary 
Parliamentary Assistant’s Salary 
Ontario Trillium Foundation 


Ministry of Transportation and 
Communications 

Minister’s Salary 

Parliamentary Assistant’s Salary 

Minister Without Portfolio’s Salary 


Ministry of Treasury and Economics 


Minister’s Salary 

Parliamentary Assistant’s Salary 
Minister Without Portfolio’s Salary 
Development Loans 


Public Debt 
Interest on Ontario Securities 
Public Issues 
For General Purposes 
Discount on Treasury Bills 
Non-Public Issues 


Canada Pension Plan Investment Fund 


Teachers’ Superannuation Fund 

Ontario Municipal Employees 
Retirement Fund 

Other 


Interest on Public Service Superannuation 


Fund 


Interest on Superannuation Adjustment Fund 


Interest on Province of Ontario 
Savings Office Deposits 


Expenditure 
Expenditure 


Expenditure 
Expenditure 


Trust Account 


Expenditure 


Expenditure 
Expenditure 
Loans 


Expenditure 
Expenditure 
Expenditure 


Expenditure 

Expenditure 

Expenditure 
Loans 


Expenditure 
Expenditure 


Expenditure 
Expenditure 


Expenditure 
Expenditure 


Expenditure 
Expenditure 


Expenditure 


























Provided Expended 
$ $ 
24,432 25 ,504 
7,549 7,880 
1,000 799 381 
1,000 750 
— 2,704 
1,000 = 

34,981 836,219 
24,432 25,504 
7,549 7,880 
15,000 ,000 15,000 ,000 
15,031,981 15 033,384 
24,432 25,504 
7,549 7 
a 1,824 
Sivet 34,841 
24,432 25,504 
7,549 7,880 

— 1,824 

2,000 ,000 = 

217,811,000 113,541,703 
70,681,000 

1,300,000 ,000 1,302,581 52 
735 ,000 ,000 732,919, 17: 
117,251,000 117 ,250,5% 
31,297 ,000 31,257,262 
355,900 ,000 347 ,195 123° 
106,397 ,000 122 ,913,04- 
70,000 ,000 55 ,636,79- 


EXHIBITS 








) 
l 

| Pension and Related Adjustment Funds, 

| Trust and Special Purpose Accounts 





Payments from Public Service 
_ Superannuation Fund Pension Fund 149 958 000 
Payments from Superannuation Adjustment 
ieerund: 
Teachers’ Superannuation Plan Related 
Adjustment 
Fund 36,895 ,000 
Public Service Superannuation Plan Related 
‘| Adjustment 
Fund 30,166,000 
_ Retirement Pension Plan of Ryerson 
' Polytechnical Institute Related 
| Adjustment 
Fund 
_ Caucus Employees Retirement Plan Related \ 110,000 
Adjustment 
Fund 
_ayments from Legislative Assembly 
! Retirement Allowances Account Pension Fund 971 ,000 
‘ayments from Provincial Judges 
_ Benefits Fund Pension Fund = 
-)ther Trust Accounts 800 ,000 
| let Payments Province of Ontario 


| Savings Office Trust Accounts = 
{ 








| 3,377 ,889 ,98 | 


ES i 


Expended 


27,743 ,955 


109 456,570 
208 ,722 524 


Uy 5-08 
| Ministry Payment 

| Activity Classification Provided 
Ministry of Treasury and Economics (cont’d) : 
_ Other Interest, Exchange, Discount and 
| Commission Expenditure 19,744,000 
Debt Transactions Retirements 
i of Loans — 

Teachers’ Superannuation Fund Expenditure 203 ,558 ,000 


163 593,005 


31,489 643 


31,843,779 


103,821 


12,685 


— 


061 ,603 


642,023 
752,451 


31,145 ,682 





3,500 579 234 





























‘7 not include Ontario Hydro Transactions. See Report Section 5.6. 


otal Statutory Payments* 3,504,709 ,040 3 623,258,119 
| Summary of Statutory Payments 
| Provided Expended 
| : : oMiets 
udgetary OTST: NUS Ss a ee es eee 3s ee 
dans, Advances and Investments ...............ssceeeeeeeeeeeees Rae He ee ea 
2nsion and Related Adjustment Funds ...............seseseee00+. pa sae Eat eae 
mmo Special Purpose Accounts ........:..2..s000csceseeeepees sii ee 
Sis So i ee re ies 

3,623 258,119 
stal Statutory Payments* 3,504,709,040 3,623 
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EXHIBIT 6 


OFFICE OF THE PROVINCIAL AUDITOR 
MINISTRY AUDITS AND SPECIAL REVIEWS 


Year Ended March 31, 1985 





(Note 1) 





MINISTRY AUDITS (Note 2) 
| Agriculture and Food 


‘i *Quality and Standards Division, Agricultural Marketing 
and Development Program 


Attorney General 


a ‘County and District Courts Activity, Courts 
Administration Program 


Crown Legal Services Program 





* Grange Royal Commission 
Citizenship and Culture 
2 ¢Grants to Sudbury Science Centre 
Education 
* Capital projects of school boards 
- ¢ Curriculum matters 
3 ¢ Private school inspections 
Energy 


¢Conventional Energy and Alternative and Renewable 
Energy Programs 


Government Services 





* ¢ Accommodation Program 
¢ Information Services Branch 
Health | 
“ ¢ Ontario Government Pharmacy and Medical Stores 
a ¢ Nursing and Residential Homes 


Industry , Trade and Technology 
¢ Operations of Ontario Centres for Technology 


Management Board of Cabinet, Civil Service Commission 
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e Personnel Audit Branch 


Natural Resources 


e ¢Forest Management Activity 
Revenue 
** Retail Sales Tax Branch 


Solicitor General 


2 ¢ Supply and Field Operations Divisions, Ontario Provincial — 


Police Program 
Transportation and Communications 
: ¢ Maintenance Activity, Provincial Highways Program 
Treasury and Economics 
ee ¢ Board of Industrial Leadership and Development (BILD) 
SPECIAL REVIEWS 


Reviews for Standing Public Accounts Committee (Note 3) 


¢ Approval and administration of Rygate Homes Inc. 
subdivision agreement 


¢Financial management and administrative systems of | 


Algonquin College of Applied Arts and Technology (2 
reports) 


¢Ministry of Revenue auditing procedures re the Small 
Business Development Corporation Program 


«Financing arrangements for construction of a domed 


stadium 
Other 

¢Operations of the Royal Commission on the Northern 
Environment, at the request of the Commission 

Inspection audit re adequacy of financial and 
administrative systems and internal controls including 
compliance, Centennial College of Applied Arts and 
Technology 

a *EDP and associated management controls, Data 


Processing Services Branch and School Board Services 
Unit, Ministry of Education 


EXHIBITS ES 





NOTE |: In general, this listing includes audits completed between October 1, 1984 and September 
30, 1985. In all cases at least a portion of the period covered by the audit fell within the 
fiscal year ended March 31, 1985. 


NOTE 2: The activities, programs or Subjects covered as the value for money component of each 
ministry audit are indicated. In cases where these matters appear in Chapter 3 of this 
Report, they have been indicated by an asterisk (*). It should be noted that ministry audits 
also include a financial control/compliance component. 


NOTE 3: For a more complete description of reviews completed for the Standing Public Accounts 
| Committee, refer to section 7.3 of this Report. 
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EXHIBIT 7 — 


OFFICE OF THE PROVINCIAL AUDITOR 


AGENCY OF THE CROWN AND CROWN CONTROLLED 


CORPORATION AUDITS 
Year Ended March 31, 1985 
(See Notes) 


AGENCIES OF THE CROWN 





(i) Whose accounts the Provincial Auditor is appointed to audit | 
by its shareholders or by its board of management, board of — 
directors or other governing body. | 


Ontario Educational Services Corporation (Note 2) 

Ontario Industrial Training Institute 

Ontario Land Corporation 

Ontario Mortgage Corporation (Note 2) 

Ontario Waste Management Corp. (Note 2) 

The Owen Sound Transportation Company, Limited 
(December 31, 1984) 

Soldiers’ Aid Commission 

Star Transfer Limited (December 31, 1984) 


(ii) Whose accounts are audited by the Provincial Auditor 


pursuant to appointment under any Act or by the Lieutenant 


Governor in Council. 


** 


* 


The Accountant of the Supreme Court of Ontario 

Agricultural Rehabilitation and Development Directorate 
of Ontario 

Alcoholism and Drug Addiction Research Foundation 

Algonquin Forestry Authority 

The Centennial Centre of Science and Technology 

Commission on Election Contributions and Expenses 

The Crop Insurance Commission of Ontario 

Eastern Ontario Development Corporation 

Egg Fund Board (December 31, 1984) 

Farm Income Stabilization Commission of Ontario 

The Fund for Milk and Cream Producers, The Milk 
Commission of Ontario 

Grain Financial Protection Board (Note 3) 

IDEA Corporation 

The John Graves Simcoe Memorial Foundation (Note 2) 

The Law Society of Upper Canada, Legal Aid Fund 

Liquor Control Board of Ontario 

The Live Stock Financial Protection Board 

The McMichael Canadian Collection 


| 


| 


= = = 
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The Niagara Parks Commission (October 3 1, 1984) 
Northern Ontario Development Corporation 
North Pickering Development Corporation (Note 2) 
Office of the Assembly 
Office of the Official Guardian 
| Office of the Ombudsman 
Ontario Agricultural Museum 
| The Ontario Cancer Treatment and Research Foundation 
Ontario Deposit Insurance Corporation (December 31, 
| 1984) (Note 2) 
Ontario Development Corporation 
* The Ontario Education Capital Aid Corporation 
The Ontario Educational Communications Authority 
i Ontario Food Terminal Board 
| The Ontario Heritage Foundation 
| * Ontario Housing Corporation (December 3 1, 1984) 
| * Ontario International Corporation 
| * The Ontario Junior Farmer Establishment Loan 
Corporation 
* Ontario Lottery Corporation 
* The Ontario Municipal Improvement Corporation 
* Ontario Northland Transportation Commission (December 
31, 1984) 
* Ontario Place Corporation 
Ontario Racing Commission 
Ontario Stock Yards Board (June 30, 1984) | 
The Ontario Telephone Development Corporation 
* The Ontario Universities Capital Aid Corporation 
* Ontario Waste Management Corporation 
Pension Commission of Ontario 
Police Complaints Board . 
Processing- Vegetable Financial Protection Board (Note 3) 
Province of Ontario Council for the Arts 
| ® * Provincial Judges Benefits Fund (Note 3) 
i Public Complaints Commissioner 
| * Public Service Superannuation Fund | 
* The Public Trustee of the Province of Ontario 
idential Tenancy Commission 
a < Clair Panetta Commission (December 31, 1984) 
The St. Lawrence Parks Commission 
* Superannuation Adjustment Fund 


as OS 





* 





(111) Whose accounts are audited by an auditor, other mee ae te 
Provincial Auditor, appointed by the Lieutenant ‘ eat ie 
Council. These audits are performed under the direct! 
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(iv) 


*K 


the Provincial Auditor pursuant to section 9(2) of the Audit 
Act. 


Board of Community Mental Health Clinic, Guelph 
Clarke Institute of Psychiatry 
The Ontario Cancer Institute 
Ontario Mental Health Foundation 
* Teachers’ Superannuation Fund (December 31, 1984) 
* Workers’ Compensation Board (December 31, 1984) 


The audit of whose accounts the Provincial Auditor is 
required to direct or review, or in respect of which the 
auditor’s report and working papers used in the preparation 
of the auditor’s statement are required to be made available 
to the Provincial Auditor under the agency’s governing Act. 
Toronto Area Transit Operating Authority 


CROWN CONTROLLED CORPORATIONS, whose accounts are audited by an 
auditor other than the Provincial Auditor, with full access by the Provincial 
Auditor to audit reports, working papers and other related documents. 


30 SS 


Beechgrove Regional Children’s Centre Board of 
Governors 

The Board of Governors of The Ontario Institute for 
Studies in Education (April 30, 1984) 

Metropolitan Toronto Convention Centre Corporation 

Ontario Centre for Advanced Manufacturing 

Ontario Centre for Automotive Parts Technology 

Ontario Centre for Farm Machinery and Food Processing 
Technology 

Ontario Centre for Microelectronics 

Ontario Centre for Resource Machinery Technology 

Ontario Cream Producers’ Marketing Board (September 
30, 1984) 

Ontario Energy Corporation (December 31, 1984) 

Ontario Historical Studies Series 

Ontario Hydro (December 31, 1984) 

The Ontario Milk Marketing Board (October 31, 1984) 

Ontario Municipal Employees Retirement Board 
(December 31, 1984) 

Ontario Research Foundation (December 31, 1984) 

Ontario Share and Deposit Insurance Corporation 
(December 31, 1984) 

The Ontario Transportation Development Corporation 
(December 31, 1984) (Note 2) 

Ontario Trillium Foundation 


| Audited financial statements re 


| ‘Note 1: In all cases , the audits. cover the fiscal period of the Agency or Co 
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Ontario Van Pool Org 
1984) 


Stadium Corporation of Ontario Lj 
1984) (Note 3) 


The Royal Ontario Museum (June 30, 1984) 


* Urban Transportation Development Corporation Limited 
(December 31, 1984) 


anization Limited (December 31, 


mited (December 31, 


produced in 1984-85 Public Accounts , the majority appearing in 
Volume 2. 


rporation. In most cases. 
period ended on a date other 
esis. 


the fiscal period ended on March 3 1, 1985. Where the fiscal 
than March 31, 1985, such date has been indicated in parenth 


Note 2: Inactive during this fiscal year. 


_ Note 3: Newly established this fiscal year. 
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EXHIBIT 8 
OFFICE OF THE PROVINCIAL AUDITOR 
PROVINCE OF ONTARIO 
STATEMENT OF EXPENDITURE 
for the year ended March 31, 1985 
1985 1984 
Actual Estimates Actual Estimates 
malanies ang Waves 2.0.5 .csneic2 $2:9)3-.20) $3,314,800 $2,951,463 $3 328,100 
Employee bereits: to. e. 369 315 528 ,600 503 ,763 525,100 
Transportation and 
communication f20.h4; 4222 201 ,966 118,000 124,303 104 ,000 
SOLrviCeS 45.0..05eed wade 179 ,353 112,000 122,951 112,000 
Supplies and equipment ........ 53 ,662 40 ,000 40 boy Pm: 35 ,000 
Transfer payments 
Canadian Comprehensive 
Auditing Foundation ...... 38 ,500 38,500 36,750 36,700 
3 816,003 4,151,900 3,769,155 4,140,900 
Provincial Auditor’s Salary .... i ASZ 72,800 Te PH 69,500 





$3,893,185 $4 224 ,700 $3,841,977 $4,210,400 


NOTES 


1. Accounting Policy 


The statement of expenditure has been prepared using the basis of accounting followed _ 


by the Province of Ontario with respect to the Public Accounts. This basis uses the ‘‘cash flow’’ 
principle of accounting modified to allow an additional thirty days to pay for goods or services 
pertaining to the fiscal year just ended. 


2. Estimates 
The estimates shown above are those noted and approved, including supplementary 
estimates where applicable. 


AUDITORS’ REPORT 


TO THE BOARD OF INTERNAL ECONOMY 
THE PROVINCE OF ONTARIO 


We have examined the statement of expenditure of the Office of the Provincial Auditor for 
the year ended March 31, 1985. Our examination was made in accordance with generally accepted 


auditing standards and accordingly included such tests and other procedures as we considered 
necessary in the circumstances. 


_ In our opinion, this statement presents fairly the expenditures of the Office of the 
Provincial Auditor for the year ended March 31, 1985 in accordance with the accounting policy 
referred to in note | to the statement applied on a basis consistent with that of the preceding year. 


Toronto, Canada ALLEN, MILES, FOX & JOHNSTON 
July 4, 1985 CHARTERED ACCOUNTANTS 
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